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OVERHEARD BETWEEN AN ARCHITECT AND AN INVESTOR: 


“No-its completion time, not starting time, that counts!’ 








“YOUR INVESTMENT IN A BUILDING 

CAN’T PAY OFF UNTIL THE TENANTS 

MOVE IN. Build with steel floors and they move 

in much, much sooner. No matter how you build, you have 
to allow time for demolition and excavation. By that time, your 
steel is ready. And then, steel Q-Floors will knock another 

20 to 30% off construction time. 

“Look at this model. Those cells are the steel Q-Floor. It 
is dry, noncombustible, clean. It goes up as fast as the frame 
No temporary forms, no shoring. Two men can lay 32 sq. ft. of 
Q-Floor in half a minute and it immediately becomes a dry, 
working platform. Even in freezing weather, work speeds along, 
not delayed by wet materials. 

“This is just the first reason for Q-Floors. Think of the electrical 
availability. After all, you're investing for thirty, forty, fifty 
years. And you sometimes forget that floors are what a building 
is for. Even though the floor is a small fraction of total cost, 
floor space earns the income. It should be alive with ducts, 
pipes, wires, the earning arteries of a structure. You don't want 
your building born with hardened arteries, with monolithic 
slabs for floors. 

“See how the load-carrying steel cells of Q-Floor are crossed 
over by raceways for wires of every conceivable electrical 
service. This is your assurance that your investment will keep 
step with future increased demands for electrical business 
machines. You can put an outlet on every six-inch area of the 
exposed floor. It literally takes only a few minutes. Floor 
layouts are permanently flexible. Alterations tremendously 
simplified. It saves a huge amount of money over the years. 

“And Q-Floor costs less than the carpet that covers it. 

“There is no reason for not having Q-Floors.” 





Write for the simple facts— 
H. H. ROBERTSON COMPANY 


2424 Farmers Bank Building, Pittsburgh 22, Pennsylvanie 





Fecteries in Ambridge, Pa., Hamil Ont., Ett p Engiend 


Offices in $0 Principal Cities 92») World-Wide Building Service 
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Barber Burner No. C-270-MS 


Barber Burner No. U-10-MS 


BARBER BURNER 


Assemblies with Built-in Safety 
Pilot and 100% Shut-Off 


All individual Barber Burner units are now available complete with valve type 
safety pilot and 100% shut-off—all built, priced and shipped in one assembly. 
Some state regulations now require the absolute shut-off device (even the pilot 
fame) for all installations using certain types of gas. Barber offers these assem- 
blies, in one package, on our entire line of single unit appliance burners for every 
use, and for all types of gas fuel. They are easier to order, easier to install, with 
all controls properly coordinated. Prices on request. 


Barber makes a full line of all sizes of conversion burners for round or 
square furnaces and boilers. Also a great variety of burner units for 
gas burning appliances for every purpose. Write for catalog. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 
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-tHows Your 
: Door .Q. 6 oO 


88 19. Why UPWARD ACTION? Q. Why ALL-METAL CONSTRUCTION? 


A, Higher protection . . . greater fire-resistance 
. longer life with less maintenance. Kin- 





A, Only upward-acting doors give you full use, 


700 at all times, of all floor and wall space around near’s steel-slat curtain features strength plus 
entrances. They open completely out of the flexibility—it absorbs many shocks and blows 
way, safe from wind damage, beyond reach of that damage other types of doors. 

Ps : 
of er Q. Why KINNEAR STEEL ROLLING 


536 DOORS? 


9. Why INTERLOCKING-SLAT A. For half a century, KINNEAR has combined 
CONSTRUCTION? all the above door advantages, providing high- 


est efficiency at lowest cost to industrial and 


Ki ing, i a commercial users of every type. Kinnear Roll- 
nnear’s rugged, free-acting, interlocking-slat ind. Bbears eve. Gvallabie ene Wien tee 008 Or 


curtain coils into a small space above the door new buildings, with motor, manual or mechan- 
lintel—and can even be concealed in the wall ical operation. Write today for complete in- 


in many cases. formation. 


Eee) §=—o The KINNEAR MANUFACTURING CO. 
\@ NN EAR 2060-80 Fields hoo, Genelia 16, Ohio 


DLLINIG DOORS, 1742 Yosemite Ave., San Francisco 24, Cal. 
Offices and Agents in Principal Cities 
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(os out an issue of a magazine 
dealing with current topics, even 
of a specialized nature, on the eve of a 
national election is something like a col- 
lege student trying to do his homework 
calmly and carefully on the evening of 
the Big Game. There is a distracting 
sense of expectancy in the air and the 
feeling that so many lines written today 
might appear meaningless next week. 


It is during such times, when we are 
saturated with the anticipation of political 
spot news, that a longer view of things 
which are really more important gives us 
better perspective. Admittedly, the choice 
of President and the contro] of the con- 
gressional branches will have an impact 
on our national history in this year 1948 
and in the critical years just ahead. But 
could these events compare in significance 
with the discovery and development of 
any of the branches of utility service? 


Ewe modern political commentator 
and historian, Mark Sullivan,, gave 
us some interesting commentary along 
this line, in his gallant salute to the re- 
cent passing of Edith Kermit Roosevelt, 
widow of the twenty-sixth President of 
the United States, Theodore Roosevelt. 


MARVIN CHANDLER 
NOV. 4, 1948 





MALCOLM HESLIP 


Sullivan recalled that Mrs. Roosevelt's 
life of eighty-seven years spanned so 
many of the really important occurences 
in our nation’s history. During her life 
most of the modern utility services were 
invented and developed to the point of 
widespread public acceptance and use in 
American life. Bell’s telephone, Edison’s 
electric light, Wright’s airplane, and the 
later-day marvels of radio and television, 
climaxed by the discovery of atomic 
energy—all saw the light of general 
recognition during Mrs. Roosevelt's 
singularly long and useful life. 


Born in 1861, she lived through four 
major wars of her country: the Civil 
War, the Spanish American War, and 
the two World Wars. When she married 
Colonel Theodore Roosevelt in London 
in 1886, it was under the gas-light illu- 
mination of that period, at that time she 
had never used a telephone nor ridden 
on a trolley car. When she drove with 
her husband to the White House on the 
occasion of his inauguration on March 
4, 1905, it was in a horse-drawn carriage, 
because general use of the automobile 
was still to come. 


Yet, during this entire period, Mrs. 
6 
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Pittshurghs Store Modernization Caravan 


A store-lighting show IN TWELVE ACTS 


HEN the curtains part on this unique presentation by 
“Pittsburgh,” you af witness one of the best merchan- 
dising shows in many a year. For the Pittsburgh Store Mod- 
ernization Caravan—comprising twelve scale-models of dis- 
tinctive store designs . . . presents the latest advances in store 
front and interior designs; the most modern lighting tech- 
niques. Each model is complete in every detail. Actual store 
conditions are simulated in miniature. Exteriors, windows, 
interiors, lighting are faithfully and accurately reproduced. 
A 12-act show-on-wheels, the Pittsburgh Caravan will visit 
practically every important center in the country. This tour 
will cover many months, so advance publicity will tell you 
of its appearance locally. When it reaches your city, you are 
cordially invited to attend this novel and worthwhile exhibit. 
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“PITTSBURGH 


STORE FRONTS AND INTERIORS 


PAINTS + GLASS + CHEMICALS * BRUSHES + ‘PLASTICS 


PITTSBURGH PLATE 
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8 PAGES WITH THE EDITORS (Continued) 


Roosevelt saw the political controls of her 
country shift back and forth between 
the Republican and Democratic parties 
on eight different occasions. And even 
the most rabidly partisan observer could 
hardly say that the over-all developments 
would have been greatly different if these 
shifts and switches had happened in any 
different combination than the order of 
their actual occurrence. We would still 
be riding around in automobiles and air- 
planes and using telephones. The street- 
car would have come and the motor 
coach would be crowding it out, and gas 
illumination would be but a memory. The 
Edisons and Bells do their appointed 
work regardless of who’s in the White 
House. 


Yes, the really significant things 
would doubtless have happened just 
about on the scheduled time of history, 
even if Tilden had gained his election in 
1876 instead of losing it through the 
controversial Supreme Court count. And 
if the famous campaign blunder of one 
of James G. Blaine’s supporters had not 
thrown the election to Cleveland in 1884, 
and if Charles Evans Hughes had shaken 
hands with Hiram Johnson in California 
in 1916—we would still be here and lead- 
ing about the same life. When we think 
such thoughts, it is easy to grow calm 
again about what will happen in the 
elections a few days hence. Important 
thing is that we can hold them at all and 
forget our differences after they have 
happened. 


_.. ROBERT L, STONE 
NOV. 4, 1948 


N this issue we present three new con- 

tributors. MARVIN CHANDLER, whose 
article on “The Need for Greater Flexi- 
bility in Utility Financing” leads off the 
issue, is at present a member of the 
firm of Reis & Chandler, security analysts 
and consultants in New York city. He 
isa graduate of Dartmouth College (AB, 
32) and Harvard School of Business 
Administration (MBA, ’34, cum laude). 
He started out as a utility security analyst 
with the investment firm of Charles D. 
Barney & Company, subsequently Smith, 
Barney & Company, and previous to 
forming his present organization in 1944 
he was associated with Barrett Associ- 
ates, as well as Merrill, Lynch, Pierce, 
Fenner & Beane. 

* ok * * 


OBERT L. STONE, whose article “Pub- 
lic Utilities Take a Hand at Rural 
Development” begins on page 647, is a 
graduate of the Texas Technological Col- 
lege (BS, ’38), since 1947 has been a 
staff member of the territorial develop- 
ment division of the Texas Electric Serv- 
ice Company at Fort Worth, Texas. In- 
terrupted only by a period of military 
service, Mr. STONE joined his present 
organization with a background of seven 
years’ practical experience in agricul- 
tural, educational, promotional, and de- 
velopment work. 
* * * * 


oT igpeens HesuP, PhD, whose article 
entitled “Electric Rate Patterns 
for Residential Service” begins on page 
654, is now a lecturer at the University 
of California, Los Angeles. In civil life 
he has also been on the faculty of the 
University of Illinois and the University 
of Southern California. In addition, he 
has a practical background of public 
utility experience with the Northern In- 
diana Public Service Company of Ham- 
mond, Indiana. During World War II, 
Dr. Hestip saw five and a half years’ 
active duty as Naval Reserve Com- 
mander and Captain in the U. S. Navy. 


THE next number of this magazine 
will be out November 18th. 
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Tighten-up, 
RECORD 
CONTROL 


Photocopy at POINT-OF-USE with DEXIGRAPH! 


@ Eliminate delays and interruptions in 
normal routine caused by sending records 
to a special room or to an outside source 
for copying. Photocopy right at point-of- 
use with Dexigraph and your records 
never leave the spot where they are 
needed, are accessible for use at all times. 
With Dexigraph you can copy records 
and return them to active circulation, or 
to your files, in a few seconds. The possi- 
bility of loss or misplacement is reduced. 
Privacy and protection is assured for 
valuable and confidential papers. 
Dexigraph is the only photocopy 
camera specifically designed for point-of- 


use operation. It is easily moved, requires 
no more space than a small desk—yet 
copies hundreds of records an hour. Just 
plug it into any convenient electric out- 


let. No special wiring or plumbing of any 


*kind is required at point-of-use as proc- 


essing is an independent operation 
that can be performed elsewhere. An 
automatic electric timer makes it simple 
for anyone to control exposures. 

Find out how point-of-use photocopy- 
ing with Dexigraph can help you. Write 
for free descriptive folder. Photo Records 
Division, Room 199, 315 Fourth Avenue, 
New York 10, N.Y. 


FOR GREATER BUSINESS EFFICIENCY— USE PHOTOGRAPHY 





Rewinglon Road 
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EFFECT OF THE ELECTION ON POWER POLICY 


The outcome of the general elections on November 2, 1948, 
is almost certain to have important repercussions on the future 
direction of Federal policy with regard to such matters as public 
power development and Federal regulation. Larston D. Farrar, 
Washington correspondent and political analyst, is now pre- 
paring for publication an analysis of the likely changes that will 
result after the votes have been counted, and the character 
of the next administration and Congress is more certain. For 
obvious reasons, Mr. Farrar's article will be a last-minute, but 
thorough up-to-the-minute, performance. 


REGULATION AND THE EQUITY CAPITAL PROBLEM 


Hardly a week goes by that we don't receive from some 
business, industry, or professional meeting or discussion fresh 
evidence of deep concern over the problem of equity financing 
to take care of necessary utility plant expansion. Merwin H. 
Waterman, professor of finance, University of Michigan, Ann 
Arbor, has brought his broad knowledge and background of 
analytical experience to bear in giving us what we feel is an 
original approach to a consideration of the factors involved. 


KEEPING UTILITY SERVICE UP IN A GREAT 
FLOOD EMERGENCY 


Every drastic change of weather presents some sort of a 
challenge to the maintenance of normal utility operation. But 
the recent floods in the Columbia river valley surely presented 
the stiffest sort of test likely to arise. Clem Stearns on the 
publicity staff of the Washington Water Power Company has 
written an on-the-spot description of utility emergency crew 
work while the flood waters raged. 


THE NEW YORK STATE PLAN FOR 
ST. LAWRENCE DEVELOPMENT 

Last spring Governor Dewey of New York caught a good 
many people by surprise when his Albany headquarters an- 
nounced that immediate steps would be taken to obtain ap- 
proval of a New York-Ontario power plant on the St. Lawrence 
without benefit or delay of any accompanying seaway feature. 
J. Louis Donnelly, staff writer of the New York Meuse ot Com- 
merce, has followed up the progress on this plan to date, with 
a Cg investigation of what the plan means and how it 
will WOrK. 





A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip. 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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BOILERS to Meet YOUR Needs 


PRINGFIELD builds boilers in a wide 
variety of sizes and types to meet mod- 

ern utility plant needs. Springfield im 
stallations include outstanding high pres- 
sure, high temperature designs in large 
central stations as well as smaller units 
for outlying stations and standby service. 
Springfield service includes the design, 


me 
* 


¢ BENT TUBE BOILERS 


For maximum efficiency in minimum space! 
Carefully balanced Springfield designs built to give 
extra values in performance and dependability. 
Water cooled furnace. Gas flow distributed uniformly 
across width of unit. Dry steam. Minimum superheat 
variation over wide load range. Built in any capa- 
citv from 10,000 Ibs. up. 


fabrication, and erection of units complete 
with firing, draft, and control equipment 
—all taken under a “Single Responsi- 
bility” contract. We will be glad to submit 
proposals covering your requirements. 
Write to our main office in Springfield, or 
see your nearest Springfield representa- 
tive. Descriptive literature on request. 


© STRAIGHT TUBE BOILERS 


A design preferred by many engineers. 
Big overload capacity; quick response to loads. 
High availability; less outoge. Every quality feature 


you want in a boiler. Specially designed for cap- 
acities to 450,000 Ibs. per hour and higher. Spring- 
field patented center water wall construction 
*available for large units. 


© TYPE M STANDARDIZED BOILERS 


Standardized for quicker delivery 
.. lower cost. 12 sizes to choose from, ranging 
from 6,000 to 17,000 Ibs. per hour. Built 
like a“ BIG PLANT” boiler—for the smaller 
plants! Water-cooled furnaces — all of 
Springfield's finest quality features. 


SPRINGFIELD BOILER 


1960 E. Capitol Ave. Springfield, Illinois 


Worldwide Sales and Service 
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CBaoukeble Cake 


“There never was in the world two opinions alike,” 


LAWRENCE FERTIG 
Writer on economic affairs. 


Epitor1AL STATEMENT 
Chicago Journal of Commerce. 


WALTER E, SPAHR 
Professor of economics, 
New York University. 


Tuomas L, ParKINSON 
President, Equitable Life Assurance 
Society. 


Wiuu1am H. CHEsNuT 
Secretary of Labor and Industry, 
Pennsylvania. 


Henry Forp II 
President, Ford Motor Company. 


Sir STAFFORD CRIPPS 
Chancellor of the Exchequer, 
Great Britain. 


Cuar_es G, MortIMeEr, JR. 
Vice president, General Foods 
Corporation. 


Excerpt from advertisement, 


N.W. Ayer & Son, Inc. 


EprroriAL STATEMENT 
The Wall Street Journal. 
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—MONTAIGNE 





“Soaking the corporations literally means soaking the 
people.” 
* 
“A frontal assault on free enterprise has never succeed- 
ed. But an attack from the rear is an ever-present dan- 
ger.” 


* 


“Our inflation problem is serious only because neither 


‘politicians nor the politically important interests take it 


seriously.” 
¥ 
“Government must provide us with a sound currency 
and that’s precisely what we have too little of in this 
country today.” 
ia 
“You cannot have private enterprise without private 
ownership. And you cannot have private ownership with- 
out private enterprise.” 
e 
“Finding and defining the place of the individual in our 
increasingly complex industrial society is a highly prac- 
tical concern to all of us.” 


* 


“Without religious and moral inspiration democracy 
must fail; it will be too feeble to stand up to the ruthless 
efficiency of material dictatorships.” 


> 


“The essence of a democracy is that it puts its faith in 
individual opinion and it depends on its information proc- 
esses to carry the basic fact to the people.” 


* 


“Neither the men and women in industry nor the money 
in industry can be effective without good management. 
Nothing else is so important to the employees’ welfare, 
the investors’ welfare, or the public welfare.” 


* 


“Something queer seems to happen to sensible men when 
they undertake the business of managing the economy or 
some phase thereof. They set up their big and little schemes 
which get in the way of men trying to create and ex- 
change their creations for the work of other men.” 


12 
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Rust-Oleum is unequalled as a positive rust preventive. 
Public utilities use it in many maintenance ways. Rust- 
Oleum saves money year in and year out by reducing 
maintenance costs. ..It gives lasting protection to rustable 
metal by forming a tough, weatherproof, elastic film that 
resists moisture, heat, fumes and other destructive 
elements. Rust-Oleum adds years of life to buildings 
and equipment. Dip, brush or eS engi- 
neering service is available. New catalog tells how to 
TELLS HOW stop rust and corrosion. We'll gladly send a copy to all 
plant officials or engineers. Write today for your copy! 


Stocks carried by distributors in principal cities. 
MAIL THIS COUPON—TODAY! 


RUST-OLEUM corPORATION 


2457 Oakton Street, Evanston, Illinois 


Please send me a free copy of the new Rust-Oleum Catalog 
showing color selection and recommended uses. 


RUST-OLEUM CUTS 
maintenance costs 
3 ways 
@ Less Preparation. No sandblast- 


ing or chemical rust dissolvers 
are necessary. Simply wirebrush 
to remove scale, dirt, etc.—then 
APPLY RIGHT OVER THE RUST! 


® Goes on Faster. Rust-Oleum 
goes on 25% faster... covers 40% 
more area per gallon. 


Name 

Company. 

eh RE I DE OE See ts Bake F- 
I titers cence 
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© Lasts Longer. Depending on con- 
ditions, Rust-Oleum outlasts ordi- 
nary material two to, ten times. 








14 REMARKABLE REMARKS—( Continued) 


Excerpt from Chicago Tribune. 


Wusur J. Brons 
Columnist. 


E. V. RicKENBACKER 
President, Eastern Air Lines, Inc. 


Donacp D. Conn 
Vice president, Transportation 
Association of America. 


Georce H. Love 
President, Pittsburgh Consolidated 
Coal Company. 


James E. Forrestac 
Secretary of National Defense. 


EpiroriAL STATEMENT 
The Wheeling Intelligencer. 


Frank E. HoLMAN 
President, American Bar 
Association. 
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“In headlines, a rate reduction or increase totaling $1,- 
000,000 looks big. From the standpoint of the individual 
consumer, it means a change of a few cents in his monthly 
bill.” 

a 


“The more government taxes, borrows, and spends, the 
more paternalistic it is going to become. And the more 
paternalistic government becomes, the narrower will be 
the field of free enterprise.” 


* 


“The fact we have to face is determining if the peace 
power of air power is to be a promise that may be blasted, 
or a force-in-being as solid as the Rock of Ages on which 
we pin our hopes for salvation and survival.” 


> 


“Private ownership of transportation is breaking down. 
If government monopoly becomes the only recourse for the 
public interest, it will be due to outright default of the 
leaders of the enterprise system and not because of any or- 
ganized public opinion in its favor.” 


> 


“Coal is taking care of its share of the expanding in- 
dustrial economy of the United States, particularly that 
represented by the growth of the electrical power industry. 
Moreover, the future expansion plans of the power indus- 
try are based almost entirely on the use of coal as a source 
of energy.” 


* 


“If the businessmen of this country were relieved of the 
crushing burdens of taxation which must necessarily fol- 
low the maintenance of large armaments, they would 
eagerly direct the capital thus saved into the channels of 
peace, to the great good, not merely of this nation, but 
of all the world.” 


> 


“Mr. Truman’s concern isn’t flood control, much as he 
might want the people of Washington and the nation to 
believe. It is nationalized power (or should we say social- 
ized power), and he clearly indicated that much in his 
speech at Olympia when he envisioned all the great power 
systems of the nation linked together.” 


a 


“The draft declaration of human rights constitutes an 
agreement to adopt the New Deal on an international scale 
by committing the member nations to a paternalistic form 
of government which would attempt to care for all the 
daily needs of the citizen and minimize the incentive for 
individual initiative and progress. This program, if adopt- 
ed and approved by the member nations, will promote state 
Socialism, if not Communism, throughout the world.” 
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You can depend o ‘on the job” and 
working their way even under dimeult conditions. Check your power 


problems with your International Industrial Power Distributor. He'll 
show you how to apply productive International Power to your projects. 


Industrial Power Division 


INTERNATIONAL HARVESTER COMPANY 


Chicago 1, Illinois 


Tune in James Melton on“ Harvest of Stars" CBS Wednesday evenings 
CRAWLER TRACTORS 
INTERNATIONAL 22222 
DIESEL ENGINES 
POWER UNITS 
IN DU STRIAL POWER 
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CUMULATIVE 


t especially designed for this specific purpose. 
bills can be analyzed in half the usual time, and at 


Send for free, illustrated booklet 
“THE ONE STEP METHOD OF BILL ANALYSIS" 
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Note the various tabulations that have been made for each kilowatt hour—from 0 to 


10,000. 
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EXIDE SWITCHGEAR CONTROL BATTERIES 


.+. with the manchester positive plate 








The Exide Battery with the manchester positive plate 
is engineered to meet switchgear control requirements. 
This plate is of unique lead button construction. The 
buttons . . . rolled strips of corrugated lead . . . are forced 
into holes of a special lead-antimony grid. Forming 
action expands the buttons and locks them securely in 
place. The result . . . tremendous reserve power, long 


> life, trouble-free performance. 
Exide Batteries have earned the confidence of engineers 
everywhere. Their widespread use for control bus opera- 
tion and other storage battery tasks is proof of their 
® dependability, long life and low cost maintenance. 
4 A T T fc R | : S : Whatever your storage battery problems may be, Exide 
engineers will be glad to help you solve them. 


1888...Dependable Batteries for 60 Years...1948 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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A Banking Service 
Exclusively For 


Pusuiic UTmiries 


wr YOUR ORGANIZATION welcome cooperation 
on a particular financial problem? Assistance 
in formulating new fiscal programs? More and 
more public utility companies are using the Irving 
Trust Company for these and other purposes. 





Here you will find a department devoted solely 
to public utility matters. It is staffed with men 
of broad practical experience in the industry and 
supervised by a Vice-President with a background of 
more than 30 years in public utility management, 


TOM P. WALKER. 


Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 
experienced officers—and, needless to say, access 
to all the deposit, loan and corporate agency fa- 
cilities of a large commercial bank. 


ire ie GnusT 


ONE WALL STREET ¢ NEW YORK 15, N. Y. 


Capital Funds over $115,000,000 
Total Resources over $1,100,000,000 
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CLEVELANDS 


OPERATING AND MAINTENANCE COSTS 


Plus 


PRODUCTIVITY AND VERSATILITY MEAN 
Iuenreased. PROFITS ON THE TRENCHING JOBS 





CLEVELANDS sturdy, all-welded unit-type construction from 
the tougher, finer steels and wide range of transmission- 
controlled speed combinations assure continuous, steady, 
fast digging with a minimum of maintenance and quick 
easy field repairs when necessary. This means cutting down 
to rock bottom those costly “down times”. Low fuel costs 
and unsurpassed maneuverability and mobility are other 
CLEVELAND characteristics that add to their extremely 
high all ‘round value. Important too from the profit angle 
is CLEVELAND versatility, assuring equal efficiency whether 
the job is for building foundations, drainage, cable, con- 


duit, sewer, water, gasoline, gas or oil. 
TRADE MARK 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE * CLEVELAND 17, OHIO 
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TO FIT 
THE JOB 


/ 
NS 


PLUS... 


these important 


NEW features 


SHORTER TURNING DIAMETERS 


New Dodge “‘Job- pol te —— 
an entirely new ease of steering and 

ou can turn in much smaller 

circles, right and left, because of a new 

type of “crogs-steering,” lus shorter 

wheelbases and wider tread front axles. 


Trucks that fit your job . . . save you money. The 
save in many ways. 


They save on gas, oil, and tires. They save m 
upkeep and repairs. They stay on the job. The 
last longer. 


For such a truck, see your Dodge dealer. Tell hin 
what you haul. . . the weight of your load . . . ani 
your operating conditions. He will then recon. 
mend a Dodge ‘“‘Job-Rated” truck that has bea 
engineered and built to fit your job. 


Your new truck will have “Job-Rated’”’ power, for 
ee with economy. Each unit will be “‘Jo}. 
for long life and dependable operation. 


MORE COMFORT > Plenty of re yg Po 
teering wheel, right 
AND SAFETY where you want it. 3 
Natural back support, 
adjustable for maximum 
comfort. 4. Proper leg 
support, under the knees 
where you need it. 5 
Chair-height seats. 6. 7- 
inch seat adjustment, with 
safe, convenient hand con- 
trol. 7. ‘‘Air-O- ray 

cushions, adjustable to 
weight of driver and road 

conditions. 


For the location of the Dodge dealer in your community, 
consult the yellow pages of your telephone book. 


DODGE 4422-"TRUCKS 


FIT THE JOB... LAST LONGER! 


Visit the Big Dodge “Job-Rated” Truck and Equipment Show, Madison Square Garden, New York City, November 18-21, 194 
a 
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4 American Society for Quality Control begins third Midwest quality control conference, 
Chicago, Ill., 1948. 





{ Public Utilities : of the Virginias begins annual meeting, White Sulphur 
Springs, W. Va., 





1 American Water Works Association, New Jersey Section, ends annual meeting, At- 
lantic City, N. J., 1948. 





1 hace ppreeant Conference of the Gas Industry will be held, Chicago, Ill., Nov. 





9 American Water Works Association, North Carolina Section, begins annual :) 
meeting, Asheville, N. C., 1948. 





q Florida Independent Telephone Association ends annual convention, Sarasota, Fla., 1948. 





q in Jersey Utilities Association will hold annual meeting, Absecon, N. J., Nov. 18-20, 





q 4 eae Independent Telephone Association begins annual convention, Roanoke, Va., 





Mid-Southeastern Gas Association ends annual mceting, Raleigh, N. C., 1948. 
National Hotel Exposition ends, New York, N. Y., 1948. 





q mag pas Manufacturers Association ends annual meeting, Atlantic City, 





4 American Society of Mechanical Engineers will hold annual meeting, New York, 
N. Y., Nov. 28D; ‘De. 3, 1948. 





{ National Association of Railroad and Utilities Commissioners begins annual conven- 
tion, Savannah, Ga., 1948 
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> | ai Telephone Association ends annual convention, Jefferson City, Mo., ) 
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National Form Bie tation, Conference begins C. Mcage, Til., 1948. 
} National Rec ssociation begins convention, Oklahoma City, Okle., 1948. 
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Birds of Passage sys 


_ The flight commander ordered time out 
for a public utility stopover. 
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The Need for Greater Flexibility 


In Utility Financing 
Under the construction program and market conditions which 
the utilities face, it was inevitable, says the author, that some 
of the principles and the restrictions arising therefrom which 
were established in days of limited expansion had to give. The 
10 per cent unsecured debt limit in charters is one which is 

giving. 


By MARVIN CHANDLER* 


MONG the various methods of as- 
A suring the continuance of ap- 
propriate and sound capital 
structures after divestment by hold- 
ing companies, the Securities and Ex- 
change Commission generally has re- 
quired that the charters of electric and 
gas operating utility companies should 
protect stockholders, principally hold- 
ers of preferred stock, from the risks 
inherent in the issuance of too much 
debt. The indentures of utility mort- 


*For 
Editors.’ 


personal note, see “Pages with the 
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gage bonds long have contained pro- 
visions limiting the amount of mort- 
gage debt which may be issued, but 
no similar restrictions formerly existed 
as far as unsecured debt was concerned. 
It has been the theory of the com- 
mission that unsecured debt should not 
exceed 10 per cent of total secured 
debt, capital, and surplus. For several 
years when utilities applied to the SEC 
to issue new preferred stock, usually 
to replace a higher dividend issue, a 
charter amendment was required of 
which the following is typical: 
NOV. 4, 1948 
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“So long as any shares of new pre- 
ferred stock are outstanding, the com- 
pany shall not, without the affirmative 
vote given at a stockholders’ meeting 
whereat the new preferred stock shall 
vote separately as a class, or without 
the written consent of the record hold- 
ers of a majority of the outstanding 
shares of new preferred stock: 

“Issue or assume any unsecured 
notes, debentures, or other securities 
representing unsecured indebtedness, 
other than for the purpose of refunding 
secured or unsecured indebtedness 
theretofore created or assumed by the 
company and then outstanding or other 
than for the purpose of effecting the 
retirement, by redemption or other- 
wise, of shares of new preferred stock, 
or shares of a class of stock ranking 
prior to or pari passu with the new pre- 
ferred stock as to dividend or liquida- 
tion rights, if immediately after such 
issue or assumption, the total principal 
amount of all unsecured notes, deben- 
tures, or other securities representing 
unsecured indebtedness issued or as- 
sumed by the company and then out- 
standing would exceed 10 per cent of 
the aggregate of (i) the total principal 
amount of all bonds or other securities 
representing secured indebtedness is- 
sued or assumed by the company and 
then outstanding, and (ii) the total of 
the capital stocks and premiums there- 
on and the surplus.” 


HE SEC view, it is believed, 

is that, with a balanced capital 
structure, the 10 per cent unsecured 
debt limitation provides enough room 
for temporary financing and that utili- 
‘ties should raise permanent capital 
only by sale of mortgage bonds, pre- 
ferred stock, and common stock with- 


out substantial resort to serial loans or 
debentures. However, this was prob- 
ably of greater force during a period 
when new capital expenditures were fi- 
nanced largely by internal generation 
of cash; that is, through depreciation 
and amortization charges and undis- 
tributed earnings. Now construction 
expenditures for the industry as a 
whole are running at an annual rate of 
around 15 per cent of total capitaliza- 
tion and surplus, and for some in- 
dividual companies the rate is twice 
that. Under these conditions, the prin- 
ciple has required reappraisal. 

The following utilities, among 
others, have asked their preferred 
stockholders to approve amendments 
to the charters to modify the 10 per 
cent limitation and provide more lati- 
tude in incurring unsecured debt in the 
form of short-term or serial bank 
loans, medium or long-term deben- 
tures, or debentures convertible into 
common stock. The requisite stock- 
holder approval has been obtained ap- 
parently without difficulty in the cases 
listed below except Michigan Consoli- 
dated Gas Company, which has not yet 
put the matter to a vote: 


Carolina Power & Light Company 
Columbus & Southern Ohio Elec- 
tric Company 
Dallas Power & Light Company 
Florida Power Corporation 
Michigan Consolidated Gas Company 
Minnesota Power & Light Company 
Rochester Gas & Electric Corporation 
Virginia Electric & Power Company 


AS analysis of these cases shows that 
the objectives fall broadly into 
three categories : 

1. A straight increase in the amount 


of bank borrowings permitted; __ 
2. Exclusion from unsecured in- 
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debtedness, as defined in the charter, 
of medium or long-term serial notes 
or debentures currently outstanding 
or to be issued; 

3. Exclusion from unsecured in- 
debtedness, as defined in the charter, 
of debentures convertible into common 
stock. 


The latter two, of course, have as 
their basic goal the preservation of 
bank borrowing capacity at 10 per cent 
of secured debt, capital, and surplus. 


TT to the first of these rea- 
sons, under present conditions ma- 
terial amounts of new money may be 
needed on comparatively short notice. 
Managerial judgment may dictate use 
of the bank loan medium: (1) if mar- 
ket conditions are not regarded as pro- 
pitious for selling permanent securities ; 
(2) if it is decided to assure the ability 
to finance a 2- or 3-year program by set- 
ting up a large bank credit agreement 
which may be drawn upon as needed 
and paid down when a block of bonds 
or stock is sold; (3) if it is desired to 
pay the lowest possible rate for funds 
until the facilities built therewith are 
in service; (4) if the amount of per- 
missible bank loans measured by the 
10 per cent formula is so small as not 
to be a practical size for permanent fi- 
nancing. In view of the magnitude of 
current construction programs meas- 
ured against existing capitalizations, as 
previously noted, the 10 per cent limi- 
tation might be exceeded by only six 
to nine months of construction. 


N example of this type is the case 
of Columbus & Southern Ohio 
Electric Company. No longer under 
jurisdiction of the SEC, this utility 
obtained consent of its stockholders 
last spring to an increase in the unse- 
cured debt limit to 20 per cent from 10 
per cent for a 3-year period. The com- 
pany had entered into a loan agreement 
in the aggregate sum of $5,300,000, 
the maximum permitted without the 
consent of a majority of the preferred 
shares. Construction expenditures are 
expected to approximate $11,700,000 
in 1948, $14,500,000 in 1949, and $7,- 
300,000 in 1950. “With a view to mak- 
ing available an additional source of 
funds, and thereby minimizing the 
necessity of piecemeal long-term fi- 
nancing”’ according to the utility’s an- 
nual report, the charter was modified 
as noted above, thus raising the unse- 
cured borrowing capacity from $5,- 
300,000 to $12,200,000. Borrowings 
under the enlarged debt-incurring ca- 
pacity, as in the case of the initial loan 
agreement, require the consent of the 
public utilities commission of Ohio, 
Minnesota Power & Light was 
among the first to seek a charter 
amendment, because its bank-borrow- 
ing capacity was greatly limited by a 
serial note issue which fell into the un- 
secured debt category. In December, 
1947, it was granted permission by the 
SEC to modify its charter, subject to 
consent of two-thirds of the preferred 
stock, so as to add to the 10 per cent 


7 


limitation problem without altering the charter has been used 


q “AN interesting method of coping with the 10 per cent 


by Oklahoma Gas & Electric Company, which incurred short- 
term bank debt but secured it with mortgage bonds, thus 
escaping the UNSECURED debt restriction.” 
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of permissible unsecured debt an 
amount equal to 60 per cent of the com- 
pany’s 2 per cent serial notes due 1946 
to 1955. The SEC found that, “Minne- 
sota presently has outstanding $4,- 
800,000 principal amount of such se- 
rial notes, repayable in the amount of 
$600,000 per year. Under the terms 
of the proposed amendment, the 
amount of unsecured debt Minnesota 
could incur would decrease annually 
returning to 10 per cent of total capi- 
talization at the time of repayment of 
the serial notes . . . The record indi- 
cates that . . . at the present time, its 
additional unsecured indebtedness ca- 
pacity is limited to approximately 
$137,000. The company estimates that 
it will be necessary to borrow approxi- 
mately $1,800,000 in 1948 to provide 
temporary funds to finance its con- 
struction program, Under these cir- 
cumstances, it is urged that the com- 
pany must have sufficient flexibility to 
allow short-term financing in order to 
carry out its construction program. 
While we are not now passing upon 
the future financing program of Min- 
nesota, we believe that under the cir- 
cumstances present here, including the 
stated need for flexibility in the com- 
pany’s capital structure in the light of 
its present construction program, the 
proposed relaxation of our usual pro- 
vision with respect to unsecured debt 
is not inappropriate, subject to the suc- 
cessful solicitation of the preferred 
stockholders.” (Release 35-7931.) 


—— PowWER CORPORATION in 
1947, when no longer under SEC 
jurisdiction, freed itself from this type 
of limitation, which permitted it at the 
end of 1946 to borrow only about 
$500,000 from banks, because of the 


necessity of including in the calcula- 
tions approximately $3,000,000 of 
notes due serially to 1956. Preferred 
stockholders approved removal of the 
clause in its entirety. With construc- 
tion running at the rate of $6,000,000 
annually, a larger temporary borrow- 
ing capacity was deemed necessary to 
avoid raising permanent funds either 
well before they were needed and with 
little regard for market timing or in 
such small amounts as to be unfeasi- 
ble and costly. 

Rochester Gas & Electric Corpora- 
tion had a more technical legal reason 
for amending its charter in order to 
expand its bank loans. The Rochester 
utility is temporarily precluded from 
long-term financing while it contests in 
the courts certain conditions attached 
to a decision of the New York Public 
Service Commission on its application 
to sell bonds and preferred stock. Un- 
til finally adjudicated, the company is 
forced to raise funds largely by short- 
term bank loans which are not subject 
to the state commission’s jurisdiction. 
At January 31, 1948, the 10 per cent 
limitation was approximately $7,625,- 
000 and bank loans were up to $6,200,- 
000, leaving less than $1,500,000 lee- 
way to finance the 1948 construction 
program estimated to cost $17,000,- 
000. With SEC approval (Release 
35-8104) consent of a majority of the 
preferred stockholders for modification 
of the charter was obtained, permitting 
the company to exceed the charter limi- 
tation on unsecured debt by $12,500,- 
000 maturing not later than December 
31, 1953, 


, j ‘HE second motive for altering the 
unsecured debt covenant arises 
from the desire to have debt of this 
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TABLE I 
, 
SALES OF SERIAL NOTES oR SINKING-FUND DEBENTURES 


Date Sold Company 

5/26/48 Union Electric of Missouri ... 
4/13/48 Texas Power & Light ...... 
4/ 6/48 Dallas Power & Light ...... 
3/31/48 Utah Power & Light ...... 
3/30/48 Texas Electric Service .... 
3/24/48 Interstate Power ........... 
7/31/47 Florida Power & Light .... 
About 

5/15/48 Carolina Power & Light ... 
5/ 1/48 Missouri Utilities .......... 
3/25/48 Community Public Service ... 


% to Be Retired 


Amount Issue Before Maturity 

$25,000,000 3, 1968 374 
‘a 7,000,000 34, 1973 40 
s 4,000,000 38, 1973 40 
Hes 3,000,000 34, 1973 48 
is 5,000,000 34, 1973 40 
‘s 5,000,000 4%, 1968 90 
ah 10,000,000 3%, 1972 24 


Bs 7,000,000 32%, 1958 374 
a 400,000 3%, 1963 Not Available 


2,000,000 34, 1968 93 





type in the so-called “permanent” capi- 
tal structure, in the form of serial notes 
or sinking-fund debentures usually of 
medium or long term, and still have the 
bank loan avenue open. During the 
last year or two, a number of compa- 
nies have utilized this form of financ- 
ing, specified in the above table. 

This list excludes the Bell system 
telephone companies and several nat- 
ural gas companies (Columbia Gas, 
Consolidated Natural Gas, and Na- 
tional Fuel Gas) which use the deben- 
ture medium in lieu of, rather than in 
addition to, mortgage bonds. 

The increasing frequency of this 
type of issue is attributable probably 
in considerable degree to a compara- 
tively unreceptive and more costly pre- 
ferred stock market. In 1945 and a 


large part of 1946, when most pre- 
ferreds could be sold in the 34 per cent 
to 3} per cent range, a rate of 1 per 
cent or less over the rate on the com- 
pany’s mortgage bonds, the temptation 
to issue debentures was slight despite 
the income tax advantage. Too, most 
preferreds then were issued to refinance 
higher dividend issues rather than for 
new money. Now the spread between 
bonds and preferreds is in the order of 
14 per cent or even higher in second- 
grade issues with no sinking funds. 


ys statement of the management 
of the Otter Tail Power Company 
in its 1947 annual report is perhaps 
typical of the viewpoint of more than 
one utility. After discussing the heavy 
construction program in 1948, the re- 
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port says, “A great deal of considera- 
tion has been given to methods to be 
used in raising this money. The com- 
pany is informed that most of the re- 


cent issues of preferred stock have a | 


substantial sinking fund and that the 
dividend rates are substantially higher 
than a year ago. The sum of the divi- 
dend and the sinking fund represents 
an annual cost equal to or greater than 
the dividend on an equivalent issue of 
common stock. However, the flexibility 
inherent in common stock is lacking. So 
for practical purposes, some form of 
debt and common stock are the only 
alternatives.” Of course the serial note 
or sinking-fund debenture usually has 
a repayment provision also, but gen- 
erally the over-all cash outlay after al- 
lowance for tax saving is far less than 
for a preferred issue. 

In addition to the management’s 
judgment of conditions affecting the 
market for preferred and common 
stocks, debentures may be selected for 
sale rather than mortgage bonds be- 
cause of a desire to preserve the exist- 


/ ing rating by the statistical agencies on 


the senior issue. Even though financ- 
ing of 60 per cent or more of net prop- 
erty additions may be permissible un- 
der the mortgage, use of this medium 
up to the limit might well cause a drop 
in rating with resultant higher future 
interest costs on all mortgage financ- 
ing. The debenture solves this problem 
at an interest cost usually only slightly 
above the mortgage issue, or even at 
the same rate if maturity is sufficiently 


short. 


iy any event, considering the mag- 
nitude of the new capital problem 
facing the utility industry today, it is 
only reasonable that all financing ave- 


nues should be open including that of 
debentures, rather than confining capi- 
talizations to the more stringent mort- 
gage bond—preferred stock—common 
stock pattern that previously prevailed. 

Among companies that have altered 
their charters to permit sale of deben- 
tures and still leave the bank-borrow- 
ing slot open is Dallas Power & Light, 
which desired to sell 25-year deben- 
tures although mortgage bonds were 
issuable under indenture limitations. 
To quote from the SEC finding (Re- 
lease 35-7978) : “The record indicates 
that Dallas has sufficient fundable 
property to finance its construction 
program for the year 1948 through 
the sale of first mortgage bonds and 
common stock, and that on the basis of 
present construction estimates the com- 
pany could thereafter finance the re- 
mainder of its construction program 
through the sale of first mortgage 
bonds without issuing long-term un- 
secured debt. The company, however, 
takes the position that in view of its 
present debt ratios and the state of the 
securities market it is more desirable 
to make use of its secondary credit at 
the present time, deferring secured bor- 
rowings for later stages of its financ- 
ing program. 

“Under the terms of the present 
charter provision Dallas could issue 
unsecured indebtedness in the amount 
proposed to be issued after giving ef- 
fect to the proposed sale of the com- 
mon stock. However, in so doing it 
would be precluded from any short- 
term borrowings for emergency or 
other urgent corporate purposes, so 
long as such unsecured debt should 
amount to 10 per cent or more of se- 
cured debt, capital stock, and surplus, 
unless the necessary affirmative vote 
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of the preferred stock should be ob- 
tained. 

“The record also indicates that con- 
sideration was given to the possibility 
of financing the construction program 
through the sale of preferred stock and 
bonds. This program, it was stated, 
was abandoned because of the present 
state of the securities market with re- 
spect to preferred stocks.” 

The commission concluded that, 
‘under the circumstances present here, 

. the proposed relaxation of our 
usual provision with respect to unse- 
cured debt is not inappropriate.” 


Er his letter to preferred stockholders 
seeking their approval, the president 
of Dallas Power & Light stated : “The 
management believes that the company 
should issue debentures rather than 
mortgage bonds at this time in order 
to take advantage of the favorable 
terms on which, in its opinion, unse- 
cured indebtedness may now be issued, 
thereby reserving the company’s pri- 
mary mortgage bond credit for the fu- 
ture. It is believed that this program 
will still further strengthen the already 
excellent rating of the company’s mort- 
gage bonds and will enable it in the 
future to issue additional mortgage 
bonds on a favorable basis.” Inciden- 
tally, further financing flexibility was 
achieved at the same time by (1) modi- 
fying the restriction requiring a two- 
thirds’ vote of the 44 per cent pre- 
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THE NEED FOR GREATER FLEXIBILITY IN UTILITY FINANCING 


ferred stock to authorize creation of 
additional preferred stock ranking 
prior to or on a parity with the 44 per 
cent preferred so as to make this re- 
quirement applicable only to new pre- 
ferred stock ranking prior to the 44 per 
cent stock; and (2) removing the re- 
striction requiring a majority vote of 
the 43 per cent preferred stock in or- 
der to increase the total authorized 
amount of 44 per cent preferred. (The 
éharter still contains earnings require- 
ments which must be met before addi- 
tional preferred can be sold.) 


Plt, SEC in April permitted Caro- 
lina Power & Light to seek the 
necessary approval, subsequently ob- 
tained, of two-thirds of the preferred 
stockholders to amend the charter in 
order to exclude from unsecured in- 
debtedness $7,000,000 of promissory 
notes maturing between 1952 and 
1958. The order from the commission 
in this instance was forthcoming with- 
out a hearing. (Release 35-8146.) 

The most recent example is Michi- 
gan Consolidated Gas, which was 
passed upon favorably by the SEC in 
July, 1948, subject to stockholders’ ap- 
proval, The company sought to “modi- 
fy the limitation on the issuance or as- 
sumption of unsecured indebtedness 
contained in the articles of incorpora- 
tion so as to increase by $7,500,000 the 
aggregate amount of such indebtedness 
which may be issued or assumed by 


been recognized by the SEC, nevertheless the desirability 
of sound capital structures remains unchanged. With the 
large amounts of new capital that are needed, it is only prudent 
to avoid unsecured debt to the maximum extent practicable, 
particularly when such debt is short term:” 
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the company prior to December 31, 
1951, and which may be issued or as- 
sumed for the purpose of extending, 
renewing, funding, or refunding any 
such indebtedness so issued or as- 
sumed.” (Release 35-8271.) The pur- 
pose here too was, in effect, to exclude 
from unsecured indebtedness some $7,- 
250,000 of promissory notes to banks 
issued by its wholly owned subsidiary, 
Austin Field Pipe Line Company, 
which Michigan Consolidated is obli- 
gated to purchase from the holders 
thereof at their maturity in 1951. The 
management believed that this obliga- 
tion might be construed as constituting 
unsecured indebtedness of Michigan 
Consolidated under its articles of in- 
corporation. If so, the company’s bor- 
rowing capacity would have been re- 
duced from about $10,200,000 to $3,- 
000,000, This was not considered to 
be adequate in the light of a $20,000,- 
000 construction program from 1948 
through 1950. To finance these ex- 
penditures : 


6¢ APPROXIMATELY $7,000,000 has 

already been provided through 
the issuance and sale of 3% per cent 
first mortgage bonds in April, 1948. 
The company estimates that approxi- 
mately one-half of the remaining 
funds required will be obtained from 
operations, and the balance is expected 
to be obtained from the issuance and 
sale of unsecured indebtedness contem- 
plated in connection with the transac- 
tions herein proposed. An officer of 
the company testified that the manage- 
ment has not yet determined the type, 
terms, or date of issuance of such un- 
secured indebtedness except that such 
securities would initially take the form 
of short-term bank loans. . 


“In support of its plan to issue and 
sell unsecured indebtedness to finance 
its construction program the company 
has stated that it does not have suffi- 
cient bondable property additions to 
issue mortgage bonds, and that financ- 
ing through the medium of preferred 
stock is not considered feasible at this 
time due to the fact that the earnings 
of the company are insufficient to meet 
the dividend coverage requirement of 
the articles of incorporation for the 
issuance of preferred stock. The com- 
pany further states that it must have 
sufficient flexibility to permit the issu- 
ance of unsecured indebtedness from 
time to time in order to meet contin- 
gencies and to carry out the present 
construction program.” 

The commission further stated that, 

. we are somewhat concerned over 
the relatively large proposed increase 
in indebtedness. We think the flexibil- 
ity being sought by the company should 
ordinarily be available through the is- 
suance and sale of additional common 
stock to its parent company, American 
Light & Traction Company. However, 
we have given weight to the fact that 
American Light has invested approxi- 
mately $7,800,000 in the common 
stock capital of Michigan Consolidated 
within the past twelve months .. . 
Under all the circumstances, we are 
not disposed to withhold our approval 
of the proposals now before us, sub- 
ject to the successful solicitation of the 
preferred stockholders, and subject to 
certain terms and conditions to be re- 
quired by us as outlined below. .. . 

“. .. our order will be conditioned 
so as to provide that the $7,500,000 
borrowing capacity shall be reduced 
concurrently with and to the extent 
that Michigan Consolidated is relieved 
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TABLE II 
Public Sales 


SALES OF UNSECURED DEBENTURES CONVERTIBLE INTO COMMON 


Sold / 

5/18/48 Consolidated Edison of New York ............. $57,382,600 3s, 1963 
3/16/48 Virgimia Electric.& Power ...........0--ccceere 11,753,800 34, 1963 
3/ 8/48 Ree GING IE 2a. Sic pede eo KAN Sce tnt bil ee 6,084,000 44, 1963 
7/26/47 Paeblic Servite of lnGiome ... 6 i. cscs ciccscecss. 11,077,800 23, 1962 
7/17/47 Public Service of Colorado .....:.............. 7,000,000 3 , 1962 
4/23/47 Consol. Gas, Elec., Lt. & Pwr. of Baltimore .... 16,677,100 24, 1962 
Proposed Private Sale 

7/48 ee OGG DOOR TONE So nance wie cde cies dk dsGpeccs 20,000,000 —, 1963 





of its obligation in respect to the Aus- 
tin notes either before or after Decem- 
ber 31, 1951.” (Release 35-8341.) 


HAT the SEC is not entirely con- 

vinced that the serial note or de- 
benture medium of financing is a happy 
one may be judged from the following 
quotations from its finding with re- 
spect to sale of debentures by Texas 
Electric Service Company (Release 35- 
8059): “Due to the substantial pro- 
gram of expansion which Texas Elec- 
tric, in common with the rest of the 
electric utility industry, finds it neces- 
sary to finance within the next few 
years, the company has deemed it ex- 
pedient to avail itself of its secondary 
credit through the issuance of unse- 
cured debt in the form of the proposed 
debentures. We do not believe that the 
issuance in this case of such relatively 
large amounts of debt in the form of 
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debentures necessarily requires our 
disapproval . . . , but our decision here- 
in is not to be taken as meaning that 
debenture financing may be resorted to 
as a matter of course. In any event, if 
debenture financing is resorted to, we 
believe it necessary that safeguards be 
adopted for the protection of the de- 
benture holders and the issuing com- 
pany’s capital structure. 

“In the instant case, there is in- 
cluded in the debenture agreement a 
provision which will restrict the pay- 
ment of cash dividends or the making 
of any cash distribution to the common 
stock in excess of 75 per cent of the 
earnings available therefor in any one 
year so long as the ratio of total debt 
to total capitalization exceeds 663 per 
cent. In the event that such debt ratio 
exceeds 75 per cent of the total capi- 
talization the restriction on cash divi- 
dends or distributions to the common 
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stock will be 50 per cent of the annual 
earnings available therefor. 

“We have concluded that the above- 
described restriction is acceptable un- 
der the facts of the present case. We 
wish to emphasize, however, that the 
treatment approved herein is not neces- 
sarily to be considered as a guiding 
precedent for safeguarding the capital 
structure and equity ratios in future 


cases where debenture financing may. 


be resorted to. As future cases arise, 
we shall give them individual consid- 
eration, based on the circumstances of 
each case and on our continuing study 
of the problems in the light of experi- 
ence in such cases. It may be that other 
protective provisions may then appear 
appropriate.” 

Texas Electric Service had no prob- 
lem under a 10 per cent limitation, as its 
preferred has never been refinanced and 
its charter does not have this clause. 


HE third reason for relaxation of 
the 10 per cent covenant has been 
/ to sell unsecured debentures convertible 
into common, and still preserves bank- 
borrowing ability, The growing popu- 
larity of this form of security among 
electric and gas as well as other types 
of utilities, probably needs no com- 
ment. 

Issues of this type sold within the 
last year and a half include those speci- 
fied in Table II, page 645. 

Virginia Electric & Power Com- 
pany, like most utilities, is confronted 
with a major construction and financ- 
ing program. Virginia Electric has the 
10 per cent limitation but rather than 
sell additional common stock on the 64 
per cent to 74 per cent yield basis which 
probably would have been necessary, it 
chose to sell low-coupon convertible 


debentures at a new money cost, after 
considering the effects of income taxes, 
of approximately 2 per cent. Preferred 
stockholders agreed to allow the com- 
pany to issue the convertible obligation 
and ignore its existence in reckoning 
the unsecured debt limitation. 

An interesting method of coping 
with the 10 per cent limitation prob- 
lem without altering the charter has 
been used by Oklahoma Gas & Elec- 
tric Company, which incurred short- 
term bank debt but secured it with 
mortgage bonds, thus escaping the un- 
secured debt restriction. 


ge be summarize, under the construc- 
tion program and market condi- 
tions which the industry faces, it was 
inevitable that some of the principles 
and the restrictions arising therefrom 
which were established in days of 
limited expansion had to “give,” and 
the 10 per cent unsecured debt cove- 
nant in the charter is one which is “giv- 
ing. 

Although the need for increased 
financial flexibility has been recognized 
by the SEC, nevertheless the desirabil- 
ity of sound capital structures remains 
unchanged. With the large amounts of 
new capital that are needed, it is only 
prudent to avoid unsecured debt to the 
maximum extent practicable, particu- 
larly when such debt is short term. The 
situation, furthermore, must be viewed 
in relation to the type of capital struc- 
ture against which the amount of un- 
secured debt is measured. Obviously, 
a company whose capital structure, ex 
unsecured debt, is comprised of say 
40 per cent debt and 60 per cent stock 
can more safely carry a given propor- 
tion of short-term debt than one with 
a 70-30 ratio. 
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Public Utilities Take a Hand 





At Rural Development 


Important company agricultural-industrial programs in vari- 
ous states, including Alabama, Florida, Missouri, Texas, 
Oregon, Washington, and Minnesota, described and discussed. 


3y ROBERT L. STONE* 


NDUSTRIAL development has long 
| held countenance among utilities, 

but the basic industrial opportu- 
nity of all, codrdinated agricultural- 
industrial development, has only re- 
cently been given its proper degree of 
recognition. Spontaneous public recep- 
tion of activities promoted by pioneer- 
ing organizations in this previously 
unplowed field is gaining momentum, 
attracting other organizations’ inter- 
est, and a new medium of fundamental 
public relations is gaining wide recog- 
nition. 

A survey of a number of geograph- 
ically distributed electric utilities con- 
cerning agricultural-industrial develop- 
ment programs has proved most 
interesting. A brief accounting of 
related activities of a select few, geo- 
graphically distributed utilities may 





*For personal note, see “Pages with the 
Editors.” 
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well be of interest to other progressive- 
ly aggressive utilities in planning 
further development of their terri- 
tories. 

The rural and towns division of 
Alabama Power Company has as its 
aim “A more prosperous agriculture 
and better living conditions in the ru- 
ral communities,” as stated by that 
company’s E. C. Easter. Through 
twenty years of experience, the com- 
pany knows the value of active agricul- 
tural interest. Today, twenty-one of its 
personnel are engaged in this division’s 
activities. Among rural and town’s 
most promising current agricultural 
promotions and respective aims are: 
the drying and cleaning of seed, espe- 
cially those of legume crops—with 
local seed available, an incentive to en- 
courage the planting of larger acreage 
exists ; use and application of soil heat- 
ing cable—to speed propagation of 
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vegetable plants for early planting; 
and artificial peanut and hay drying— 
to improve the quality of product. 
Among most successful past agricul- 
tural promotion programs were prac- 
tical dairy refrigeration and irrigation 
applications in interest of producing a 
better grade of milk and of increasing 
truck crops production, respectively. 


HE economic importance of top 

agricultural production in quan- 
tity and in quality and, further, the 
indispensable value of industry to proc- 
ess and use agricultural production 
as evidenced by an imposing array of 
local industries secured or established 
through its efforts are recognized 
by Alabama Power Company. Forty- 
six such industries, including butter, 
cheese, and other dairy products plants, 
milk condensaries, dehydration, meat 
packing, frozen food, food processing, 
molasses, animal, peanut, and vegeta- 
ble oils, vinegar, and nut cracking and 
shelling plants, have been established 
through consistent efforts of this com- 
pany. Every plant in addition to its 
consumption of agricultural produc- 
tion lends marketing economy to its 
area. This improved economy plus its 
own payroll create employment, flow 
of money, and needs for other busi- 
ness and professional services, all of 
which total to an expanding economy 
of Alabama Power Company’s terri- 
tory. Everybody is happy about the 
company whose shoulder is carrying 
the load! 


N=" horizons of opportunity are 
being investigated, as: growing 
tung trees for their valuable oil ; ramie, 
the wonder fiber; and blue lupine and 
various legume crops. To continue and 
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expand in agriculture, the soil must be 
conserved, and in this interest codpera- 
tion is extended to existing agricul- 
tural agencies. 

Farm youth is tomorrow’s source 
of leadership. To help mold it is an 
honor, Alabama Power Company takes 
pride in the fact that representatives of 
the company met with ninety-seven 
vocational agriculture classes and 
eighty-two 4-H clubs, reaching a total 
of 19,484 farm youths during 1947. 
Cooperation and assistance are ex- 
tended to these groups in their agri- 
cultural shows, 

An attitude of full codperation with 
existing agricultural agencies has en- 
abled these agencies to fully under- 
stand the program of the company and 
to eagerly reciprocate in genuine codp- 
erativeness. 

Alabama Power Company’s twenty 
years of agricultural activity is a nota- 
ble example of how free enterprise 
fosters progress and prosperity. 


)  epen down in Florida where in 
some areas “the basic source of 
wealth is tourist trade with agricul- 
ture second,” the Florida Power & 
Light Company is enthusiastically en- 
gaged in agricultural promotions. J. 
H. Keele, assistant general sales man- 
ager, states that these promotions 
have been extensive and interesting. Of 
major interest has been the promotion 
of industrial plants to process Florida 
agricultural production. 

A number of excellent brochures 
have been prepared by its commercial 
department and industrial development 
division in codperation with industrial 
development campaigns, These bro- 
chures are designed using color and 
layout for eye appeal and facts and 
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figures for promotional sales appeal. 
Each brochure is titled “DATA”—on 
a specific subject—‘‘As a Factor in the 
Industrial Development of Florida.” 
Example titles illustrating the diver- 
sity of promotional interest are as fol- 
lows: New Industry from Citrus 
Waste, Florida Peanuts Point the Way 
to Profits, Sweet Potatoes from Farm 
to Factory, Ramie—The Nucleus of a 
New Textile Industry in Florida, 
There Is a Growing Need for Florida 
Raised Crops As Feeds, Florida’s Cat- 
tle Industry—A Meat Processing Po- 
tential, and Tanning. These are but 
representative of the many thought- 
provoking brochures and newspaper 
promotions forming the nucleus of 
Florida Power & Light Company’s 
approach to agricultural and related 
industrial promotions. 


, I ‘HE Empire District Electric Com- 


pany of Missouri is currently en- 
gaging in agricultural development 
activities to “develop the over-all 
economic conditions of the area we 
serve,” as stated by J. D. Dopp of that 
company. “Through a balanced farm- 
ing program a better living for the en- 
tire farm family can be expected and in 
turn exert considerable influence on 
our area’s economic conditions.” This 
organization’s activities are supple- 
mental to those of existing agricul- 
tural agencies which are found to be 


eager to receive cooperative assistance 
and support. 

Down Texas way a number of elec- 
tric utilities have broad agricultural 
programs to fit big territories, Texas 
Electric Service Company’s territorial 
development division’s agricultural 
programs and activities are exemplary. 

“Agriculture must prosper for our 
business and professional people to 
prosper. We prosper when our custom- 
ers prosper,” states R. E. Hendricks, 
commercial manager, Texas Electric 
Service Company. 


DB agricultural activities of this 
company division are completely 
removed from direct load-building 
activities. Divisional personnel devote 
full time to promoting the economy of 
the territory served. Agriculture 
comes in for full promotional consid- 
eration. The importance of a well- 
balanced industrial-agricultural rela- 
tionship is of primary concern. An 
example activity is an exhaustive study, 
Survey of Industrial Utilization Po- 
tentials of Sorghum Grains, prepared 
in codperation with other agencies by 
the company in interest of establishing 
Texas industries to consume a crop in 
which Texas excels, Soil and water 
conservation are recognized to be as 
vital to the company as to farm pro- 
ductivity. The company codperates 
liberally in providing funds for awards 


e 


mold it isan honor. Alabama Power Company takes pride in 


q “FarM youth is tomorrow's source of leadership. To help 


the fact that representatives of the company met with ninety- 
seven vocational agriculture classes and eighty-two 4-H 
clubs, reaching a total of 19,484 farm youths during 1947. 
Coéperation and assistance are extended to these groups in 


their agricultural shows.” 
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throughout the state in a “Save Texas 
—Save the Soil” program. 
Educational exhibits are presented 
throughout the company’s territory 
and advertising engaged in to “spur 
on” public recognition of the signifi- 
cance of soil conservation. Other Texas 
agricultural problems are under con- 
stant study and speakers and data sup- 
plied to promote greater urban-rural 
cooperation and aggressiveness to solve 
these problems. Community agricul- 
tural problems, as the problem of 
weather-damaged peanuts in one area 
of the company’s territory, receive full 
codperative efforts to solve. 


M?* C. A, Root of Pacific Power 
& Light, Portland, Oregon, 
advises that their agricultural promo- 
tion work is intended “to contribute to 
the over-all economic welfare of the 
community through the introduction of 
better farming methods ; and to secure 
the good will of our customers as a 
by-product of a job well done.” Prom- 
ising current agricultural promotions 
are cooperative activities with the agri- 
cultural extension service on experi- 
mental drying of pea vines to make 
them available as a stock feed by- 
product ; assistance on irrigation instal- 
lations ; and better poultry and turkey 
management practices. 

Local industries secured, using local 
agricultural production as all or part 
of the raw material going into the in- 
dustries’ products, due all or in part 
to the company’s efforts, are: alfalfa 
milling and dehydrating plants; apple 
juice, peas, asparagus, and other vege- 
table and fruit canneries; woolens 
manufacturers; cheese plants; sugar 
and mint oil refineries; flour mills; 
frozen fruits and vegetables process- 
NOV. 4, 1948 


ors; grape juice; honey; horse radish 
and pickle enterprises. 

Cooperative educational activities 
are engaged in with sponsoring agen- 
cies in extending information on soil 
conservation to Grange and civic or- 
ganizations. 

Pacific Power & Light recognizes 
farm youth by cosponsoring annual 
dinners for 4-H Club leaders. Instruc- 
tors on electricity for the farm, and 
other subjects, are supplied. Assistance 
is given to 4-H groups in putting on 
fairs through helping on transporta- 
tion, advertising, and by other means. 
The company takes an active part in 
fairs by taking booths, entering floats 
in parades, and in arranging window 
displays of agricultural products, 

The attitude of other agricultural 
agencies has been very cooperative and 
responsive. Such agricultural activities 
have been engaged in since 1933. Thir- 
teen rural representatives devote 100 
per cent of their time to agricultural 
contacts. 


<4 develop better farming prac- 

tices and more stable agricul- 
ture in our area” are the objectives of 
the farm development department of 
Washington Water Power Company, 
as defined by A, G. Mayer of that or- 
ganization. 

Promising current agricultural pro- 
grams embrace a wide range of inter- 
ests. Many of the farming practices 
in use in its territory oppose good soil 
practices. Correction of these and sub- 
stituting soil building and conserving 
practices is an objective program em- 
bracing a number of associated pro- 
grams including promoting larger and 
better dairy and beef herds, and diver- 
sified farming programs. A program 


650 





PUBLIC UTILITIES TAKE A HAND AT RURAL DEVELOPMENT 








Agricultural-industrial Development 


saat evictientte st planning with a community in the community's 
interest adds new sturdiness to the foundation of wholesome rela- 
tionship. Whether years of progressive territorial advancement thus pro- 
moted ts accredited as public relations or is tactfully advanced and quiet 
mental classification to future load building made, the inevitable results 
are the same. Utility roots are deep and far-flung. Agricultural-industrial 
development promises not only new revenue, but also public acclaim, 
favor, and community and territorial prestige.” 





promoting sprinkler irrigation to com- 
pete with large dry-land farming 
methods is advocated, Considerable 
success has come in dairy and beef 
improvement, increases in numbers of 
head of stock, in usage of new grasses 
for pasture and hay, and in expanded 
sprinkler irrigation systems. One area 
of its territory has been converted to 
producing grade A milk. Another area 
is converted to truck farming. A 
processing plant was promoted to sup- 
ply a ready market for truck farm pro- 
duction. 


5 rescore the programs of existing 
farm agencies to be established 
and sound, and further believing that 
another agency would cause dissension, 
the farm development department of 
Washington Water Power Company 
codperates in carrying out the work of 
these agencies, Experience in this field 
of work is limited to two years, but 
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already six persons devote full time to 
the activities of this department. Its 
personnel must have graduated in some 
phase of agriculture applicable to the 
company’s territorial interests and 
needs. “Our program is based on a 
broad philosophy of area development 
rather than the outright sale of elec- 
tricity,” states Mr. Mayer. “The com- 
pany believes that if the area prospers, 
the company will likewise prosper, The 
company does not attempt to control or 
to dictate, but takes the position of a 
helper. Considerable attention is given 
to organizing local chambers of com- 
merce toward supplementing the pro- 
grams of the extension service. Eight 
chambers have definitely set up agri- 
cultural committees to promote farm 
activities under the leadership of our 
farm development representative.” 


| Naalebonarteg Power & Licut Com- 
PANY’S vice president and gen- 
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eral sales manager, R. F, Pulver, states 
the objectives of its agricultural devel- 
opment department are: “To improve 
the standard of living of its farm peo- 
ple through increasing production and 
improving the quality of farm produce 
on the farms of its territory; and to 
assist rural youth, who will be our 
farmers of tomorrow.” 

To accomplish these objectives the 
company is cooperating with all other 
agricultural agencies in its territory in 
organizing a regional artificial breed- 
ing association to help improve dairy 
cattle through artificial breeding with 
semen from proven sires. In codpera- 
tion with their state extension service 
the company has established five county 
pasture improvement demonstration 
plots. 

These plots will serve well as 
visual evidence for farm people to 
study in realizing the importance of 
fertilizer, lime, and reseeding of run- 
down pastures. Understanding by 
these people of this problem and of a 
practical solution should bring forth 
pasture improvement on numerous 
farms and subsequent increase in milk 
production. 


4 | ‘HE following are two outstanding 

examples of successful agricul- 
tural promotions of Minnesota Power 
& Light Company : 

1. Quality Dairy Improvement Pro- 
gram: “Through codperating with the 
creameries and agricultural agencies 
in several of our counties in this pro- 
gram the quality of milk and cream 
received at our creameries has greatly 
improved. This program has increased 
the income to our farmers tremendous- 
ly.” 

2. Northeast Minnesota Junior Live- 
stock Show: “Through codperating 
with the agricultural agencies in our 
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territory our district livestock show 
has grown and prospered. It has taught 
rural youth the demands of the market 
for quality livestock and assisted in 
preparing our young farmers to pro- 
duce better quality of livestock which 
means increased farm income.” 


A measure of the confidence people 
hold in an organization is the extent 
to which its advice is sought and used. 
Farmers call on Minnesota Power & 
Light Company’s agricultural develop- 
ment department for assistance in a 
wide variety of problems. Among these 
problems have been: quality dairy im- 
provement, pasture improvement, dairy 
herd record keeping, improved dairy 
sires, mechanical hay finishing, dairy 
barn ventilation, and farm water sys- 
tems. 

The company’s agricultural pro- 
gram is intended to supplement the ac- 
tivities of existing agricultural agen- 
cies rather than to initiate new activity. 
However, efforts are made to broaden 
the thinking and to codrdinate the 
activities of these agencies. 


bier challenge to codrdinate agri- 
cultural production with indus- 
trial demands ; to develop agricultural 
production to desired levels of quan- 
tity and quality to meet industrial and 
consumer needs; to foster the devel- 
opment of allied industries; and to 
promote the marketing of products 
produced by this ideal agricultural- 
industrial relationship—all are chal- 
lenges demanding tireless planning and 
promoting, but assure stabilizing ef- 
fects on community economic life. 
Imaginative minds of progressive 
utilities are recognizing the challenge 
for territorial development activities 
as a vehicle which drives toward multi- 
ple and beneficial goals. The public 
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spiritedness of the undertaking extends 
itself to new vistas of advertising. 
Spoken praise from person to person 
is more efficient and convincing of high 
purposes than pages of newsprint ads. 
Down-to-earth planning with a com- 
munity in the community’s interest 
adds new sturdiness to the foundation 
of wholesome relationship. Whether 
years of progressive territorial ad- 


vancement thus promoted is accredited 
as public relations or is tactfully ad- 
vanced and quiet mental classification 
to future load building made, the in- 
evitable results are the same. Utility 
roots are deep and far-flung. Agricul- 
tural-industrial development promises 
not only new revenue, but also public 
acclaim, favor, and community and 
territorial prestige. 





Definitions Disclose Who’s What in D. C. 


— now and then a Federal official opens his mail to 
find that someone has sent a clipping entitled Wash- 
ington definitions. Of origin unknown, the clipping reads: 


“A Coordinator is a man who brings organized chaos out of 


regimented confusion. 


“A Conference is a group of men, who, individually, can 
do nothing, but as a group can meet and decide that nothing 


can be done. 


“A Statistician is a man who draws a mathematical precise 
line from an unwarranted assumption to a foregone conclusion. 
“A Professor is a man whose job is to tell students how to 
solve the problems of life which he, himself, has tried to avoid 


by becoming a professor. 


“An Efficiency Expert is a man who knows less about your 
business than you do, and gets paid more for telling you how 
to run it than you could possibly make out of it even if you ran 
it right instead of the way he told you to. 

“A Consultant is an ordinary man who is a long way from 


home. 


“An Economist is a man who has a Phi Beta Kappa key on 
one end of his watch chain and no watch on the other.” 


—Excerpt from Pathfinder Business 


News Letter 








Electric Rate Patterns for 
Residential Service 


Analysis of various plans for broadening of schedules 

to attract new markets, including objective rates, free 

electricity for additional use, discounts, share-the- 
benefits, and progressive reductions. 


By MALCOLM HESLIP* 


HE search for new marketing 
techniques for increasing use of 


electric power never ceases. One 
of the more important aspects of this 
problem deals, of course, with the type 
of rates and the inducements offered 
to residential users of electric energy. 
No electric utility management cares 
to make a change in its rate pattern 
until convinced that it will produce the 
desired results. Past successes and 
failures present a helpful guide when 
considering any revisions in rate pat- 
terns. This article gives high lights of 
the results of an analysis of what was 
done toward solving this marketing 
problem in one hundred market areas 
where privately owned utilities sup- 
plied electric service. The writer is in- 
deed grateful to management in each 
of these one hundred cities for sup- 
plying the basic data. 


*For personal note, see “Pages with the 
Editors.” 


These primary materials were first 
collected in 1935; again in 1937 and 
1939; and finally the entire group was 
again contacted in 1946. A city of ap- 
proximately 75,000 to 200,000 popu- 
lation formed the nucleus of each 
area. 

The cities are located in 35 states 
in every section of the country. 

Many interested managers offered 
valuable suggestions as to procedure, 
in addition to statistical and factual in- 
formation. All of the material was 
analyzed in order to bring out such 
marketing plans as: the amount of 
effort put behind the promotion of 
appliances, improvement in the under- 
standing ability of the rate form, the 
increase in the incentive aspect of rates, 
the broadening of the rate structures 
to provide for new uses such as that of 
electric water heating, and the intro- 
duction of rate innovations such as 
“bargain”-type rates. 
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Reductions Analyzed As to 
Marketing Significance 
R™ reductions were examined with 

respect to their promotional possi- 
bilities. It was assumed that in every 
rate reduction, whether voluntary or 
compulsory, management expected to 
make a favorable impression on its 
customers. It was found that in all 
locations but two, prices, during the 
period 1931-1940, had been reduced 
for both 40 and 100 kilowatt-hour 
amounts. On the average, reductions 
occurred between six and seven times 
during the 9-year period between 1931 
and 1940. The charge in 1931 for 40 
kilowatt hours averaged $2.58; by 
1940 this was reduced to $1.98. Dur- 
ing the same period the average price 
for 100 kilowatt hours was reduced 
from $5.03 to $4.05. 


Broadening Structures to Attract 
New Markets 


I* the search for new business among 
the residential classification of cus- 
tomers, a great deal of attention was 
given to the market for electric water 
heating and electric cooking. In cer- 
tain areas, where initial installations 
of one or both had created a sizable 
market, prices were reduced in an at- 
tempt to make the service more attrac- 
tive. These reductions were accom- 
panied by corresponding reductions in 
equipment prices. Both were given 
wide publicity by sales representatives. 
A very satisfactory increase, it is re- 
ported, was achieved in kilowatt-hour 
sales in this manner. In other areas 
where pioneering work remained to be 
done the situation offered many diffi- 
culties. In some instances management 
of combination properties hesitated to 
place electric and gas water heaters (or 
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ranges ) in competition with each other. 

In analyzing these prices, and the ac- 
companying correspondence, no con- 
clusive data were found to support a 
stand that rate reductions alone were 
directly responsible for increased us- 
age. Reports from management were 
in general agreement that, during this 
period, rate reductions achieved mar- 
keting significance principally through 
their effect on purchases of new appli- 
ances and new lighting equipment. 

In general, however, it appeared that 
in areas where management felt free 
to attempt to broaden the market for 
electric water heating and cooking, a 
substantial load could be acquired with 
rates of 2 cents and lower. 


The Usage of “Minimum Bill” 
Customers 


eo in only a few loca- 
tions made an effort to change 
the habits of these so-called “unprofit- 
able customers.”” On the whole man- 
agement felt that these customers, who 
were either unable or unwilling to 
consider purchasing new appliances, 
should receive very little attention dur- 
ing the period in question. One notable 
exception was found in the case of the 
Hartford Electric Light Company, 
Hartford, Connecticut. This “innova- 
tion” is described in a later section, un- 
der “share-the-benefits” plan. 


Simplification As a Marketing 
Technique 


XN the beginning of this period rate 
structures were, in many cases, 
relatively complex. The printed rate 
schedule which the customer reads is 
actually a price tag. Understandability 
of the price plays a significant rdle in 
any kind of selling. The selling of elec- 
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tric service is not to be considered as 
an exception. A large number of rate 
schedules were found which violated 
good merchandising practice, 

In one case, as an example, the cus- 
tomer pays 9 cents for kilowatt hours 
in the “first portion,” but to ascertain 
the second portion he must “multiply 
by 30 the connected kilowatt capacity 
of the lamps installed. All kilowatt 
hours in excess of the first portion are 
to be billed at 5 cents.” A paragraph 
follows which aids the customer in 
making his computation. In another 
schedule, “hours use per month of ac- 
tive load” is used as a measure of po- 
tential demand. Seven kinds of “ex- 
clusions” from the connected load are 
enumerated, after which the customer 
must “Apply following percentages to 
connected load remaining after above 
exclusions: 80 per cent of first one- 
half kilowatts ; 60 per cent for all over 
one-half kilowatts.” In a third rate 
schedule, the charge is 5.5 cents per 
kilowatt hour for the “first 50 kilo- 
watt hours per month per kilovolt am- 
pere of billing demand.” 
yore form of this kind is based 

on the assumption that some con- 
venient measure can be found which 
will estimate the potential demand of 
individual customers. Two-part and 


q 


e 


3-part rates attempt this by setting 
up as this measure charges based on 
“‘room counts,” “floor area,” “number 
of outlets,” “active load,” etc. A sepa- 
rate charge is quoted for energy, one 
for potential demand, and, in the 3-part 
rates, another for overhead. Two-part 
and 3-part rates were expected to be 
good marketing procedures since the 
actual charge for energy is relatively 
low. However, the customer’s reaction 
was not favorable. In order to simplify 
the whole pricing procedure, often un- 
der pressure from both customers and 
public service commissions, ratemakers 
have designed rates which have re- 
tained the complete block principle but 
require a minimum “stand-by” charge 
which includes the delivery of a speci- 
fied number of kilowatt hours. Com- 
plicated rate schedules have been re- 
placed generally by schedules of the 
type just described. This has had the 
effect of overcoming practically all ob- 
jections to the form itself. 
6 B ROUGHOUT the entire period, but 
particularly after 1937 and 1938, 
this trend toward simplicity and un- 
derstandability was very noticeable. At 
the same time, a large amount of un- 
necessary wording was eliminated. 
A summary of the number and kind 
of changes which took place between 


“In order to simplify the whole pricing procedure, often 
under pressure from both customers and public service com- 
missions, ratemakers have designed rates which have re- 


tained the complete block principle but require a minimum 
‘stand-by charge which includes the delivery of a specified 
number of kilowatt hours. Complicated rate schedules have 
been replaced generally by schedules of the type just de- 
scribed. This has had the effect of overcoming practically 
all objections to the form itself.” 
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1931 and 1940 illustrates this trend 
toward simplicity. Only eighteen loca- 
tions used the simple block form in 
1931. Forty-eight more had adopted 
it by 1940. On the other hand 2-part 
and 3-part rates were in use in thirty 
locations in 1940, seventeen of which 
included a demand charge which re- 
quired a certain amount of computing 
by the customer. In these locations 
management overlooked the marketing 
appeal which can be achieved through 
simplicity and understandability of the 
rate form, 


Improvement in the Incentive Aspect 


HE median of the monthly aver- 

ages of kilowatt-hour consump- 
tion for 1932 is 47 kilowatt hours. In 
so far as that figure represented the 
average of consumption at that time, 
any price inducement which might en- 
courage customers to increase their 
usage to 100 kilowatt hours or above 
becomes a factor in sales promotion. 
In this analysis the improvement of this 
sales promotion element or incentive 
was analyzed. The reduction in unit 
price in 1932 averaged 18 per cent 
when a customer increased his usage 
from 40 to 100 kilowatt hours. Dur- 
ing the following years this incentive 
aspect was improved to the extent that 
in 1940 the average unit price reduc- 
tion between these two amounts was 
27 per cent. 


The Pressure of Governmental 
Activities on Management’s 
Marketing Procedure 


| peeves, state, and local govern- 
ments became more active each 
year between 1931 and 1940, in regard 
to the residential market for electricity. 
Their influence was felt by utility man- 
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agement in every city in the country. 
The activities of such organizations as 
the Tennessee Valley Authority and 
its “yardstick” philosophy of the time 
exerted a strong pressure on manage- 
ment by focusing the attention of the 
public on residential electric rates. 
Many of the 100 cities are located near 
this area and were unquestionably in- 
fluenced as to marketing procedures. 


HE movement toward strengthen- 

ing state regulation became na- 
tion wide. The Arkansas commission, 
as previously noted, was given author- 
ity to make contractual arrangements 
for such devices as sliding-scale agree- 
ments as.early as 1936, New York em- 
powered its commission to do likewise. 
Temporary rate orders were permitted 
in four states by 1936. In other states, 
commissions were specifically per- 
mitted to negotiate for rate adjust- 
ments by the arrangement of informal 
conferences. New York prohibited, 
after July 1, 1937, the use of residen- 
tial rates based on room-count and area 
charges, In other states separate serv- 
ice charges were prohibited. All of these 
and many other features of the state 
and Federal program relating to rates 
and service received an enormous 
amount of publicity, and exerted an 
immense pressure on management to 
find some substitute for drastic rate 
cuts. 


Introduction of Rate “Innovations” 


F  eprahietal appeared to rest in the 
discovery of some sort of a mech- 
anism which would encourage residen- 
tial customers to increase their usage 
in a period of decreasing purchasing 
power and large-scale unemployment. 
This mechanism would be expected 
NOV. 4, 1948 
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Residential Market for Electricity 


4 | emer state, and local governments became more active each year 

between 1931 and 1940, in regard to the residential market for elec- 

tricity. Their influence was felt by utility management in every city in 

the country. The activities of such organizations as the Tennessee Valley 

Authority and its ‘yardstick’ philosophy of the time exerted a strong 

pressure on management by focusing the attention of the public on 
residential electric rates.” 





(a) to get a vigorous reaction without 
the impetus of a drastic rate cut; (b) 
to influence the sale and use of large 
load-building equipment such as elec- 
tric refrigerators, ironers, and possibly 
electric ranges and electric water heat- 
ers; (c) to expand the use of lighting 
and other load-building equipment al- 
ready in operation in customer’s 
homes; (d) to maintain revenues gen- 
erally, with due allowance being made 
for relatively small reductions which 
should be fairly quickly recovered ; (e) 
to increase eventually the existing reve- 
nues; and finally (f) to break the 
vicious circle of “low rates leading to 
increased usage and increased usage 
earning lower rates.” 

A rate with an extraordinary pro- 
motional feature was discovered which 
gave a new twist to the theory of dif- 
ferential pricing. This theory had been 
used by the electric utility industry 


since its earliest days to apply to dif- 
ferent classes of kinds of service and 
to different amounts consumed. A sepa- 
rate schedule for electric cooking illus- 
trates the former, and the use of a 
block-meter rate the latter. 


HIS innovation undertook to ap- 
ply the differential to the increased 
consumption in a given month over a 
predetermined base. It subdivided the 
residential classification of customers 
on this basis. Demand charges were 
considered to have been absorbed by 
these customers when an amount equal 
to the predetermined base was con- 
sumed. Cost to the company for addi- 
tional units would therefore be very 
small. This mechanism and its ramifi- 
cations soon became known as “bar- 
gain” rate plans. 
In September, 1933, during the pe- 
riod under discussion, the Alabama 


NOV. 4, 1948 658 





Pov 
and 
“ba 
asa 
use 

plar 
Cor 
plar 
inal 
fied 

Gas 
“ad 
offe 
effe 
fulfi 
afte 
plan 
Pub 
tend 
and 

Con 
appl 
by 2 
ceml 
“bat 
pres 


necti 
the | 
are 1 


ELECTRIC RATE PATTERNS FOR RESIDENTIAL SERVICE 


Power Company and the Pacific Gas 
and Electric Company offered these 
“bargain” rate plans to their customers 
as a special inducement to stimulate the 
use of residential electric service. The 
plan offered by the Alabama Power 
Company became the objective rate 
plan, while the latter, which was orig- 
inally a 2-month offer, has been ampli- 
fied and variously called the “Pacific 
Gas and Electric plan,” “half-off,” or 
“additional use plan,’ etc. Each plan 
offered a “bargain” which went into 
effect automatically when a customer 
fulfilled certain conditions. Shortly 
after the Alabama Power Company 
plan was approved by the Alabama 
Public Service Commission, it was ex- 
tended to the Georgia Power Company 
and the Tennessee Electric Power 
Company. Plans of this nature were 
applied to all or part of the areas served 
by 26 companies between 1933 and De- 
cember 15, 1934. Seventeen cities using 
“bargain” rates are included in this 
presentation. 

In addition to the locations using the 
above plans, several other experiments 
were tried of which the Hartford, Con- 
necticut, “share-the-benefits” plan and 
the “progressive rate reduction” plan 
are the most important. 


The Objective Rate Plan 


s appraising this plan it should be 
made clear that it is a vehicle for 
bringing about a transition of two 
kinds. When a company wishes to shift 
from a complex rate form to a simple 
block-meter rate, for instance, it may 
encounter considerable difficulty in 
treating all customers equitably if it 
tries to make the change in one step. 
Thus, the objective rate is used as a 
device to facilitate making a change 
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from a “bad” to a “good” form. In 
the other sense this rate is used to make 
a transition from a rate based on an ex- 
isting level of usage to a future rate 
which is designed to balance around an 
entirely new level of consumption, 
possibly 50 to 75 per cent higher. With- 
out the objective rate it might take a 
number of years to attain such an in- 
crease. It is also possible that the pro- 
posed level might never be reached 
without such a device. 

When this objective rate plan is 
placed in operation, two separate rate 
reductions are usually made. An “im- 
mediate” reduction is put into effect 
for all residential customers. At the 
same time, this highly promotional and 
dynamic objective rate is offered only 
to those customers who may earn it 
through increasing their monthly usage 
over that of a predetermined month. 
Usually this month is the correspond- 
ing month of the previous year. This 
predetermined base prevents a reduc- 
tion in revenue any greater than that 
caused by the introduction of the im- 
mediate rate. 


Sw plan was placed in operation 
at a time when drastic rate cuts 
were out of the question. It offered a 
rate much below those justified by ex- 
isting revenues. Low “future” rates 
were offered as a vehicle for building 
up present sales. In this manner the 
long wait for lower prices is avoided 
for those who wished to increase their 
usage. 

Under this program the immediate 
rate is usually reduced annually, until 
it coincides with the objective rate. At 
that time all residential customers re- 
ceive the lower rate. Management 
would expect, however, to have the ma- 
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jority of its residential customers en- 
joying the benefits of the objective rate 
prior to when the two would coincide. 

The plan is somewhat difficult to ex- 
plain to customers. Also it offers a re- 
duction to certain customers only, and 
in this respect it borders on discrimi- 
nation, However, public service com- 
missions held that since the plan was 
temporary in nature, any discrimina- 
tion would be limited only to the time 
necessary for a company’s customers 
to take advantage of its benefits. 


| ows the company’s point of view a 
third objection could be raised. The 
company must take a chance as to 
whether or not sufficient numbers of 
customers will have earned the objec- 
tive rate by the time the objective rate 
is scheduled to become automatically 
effective for everyone. This objection 
is overcome by announcing that the ob- 
jective rate will become effective for 
all customers only when a stated aver- 
age level of usage is attained for the 
entire city. A final objection is found 
in the increase in billing expenses. 
The principal reasons favoring the 
plan are: The rate reduction program 
occurs over a period of several years 
before it rounds out into its final form; 
qualified customers receive the ulti- 
mate reduction a year or so ahead of 
the remaining users; qualifying cus- 
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. Share-the-benefits plan is more easily understood by 


“e 


tomers also earn the rate reduction for 
everyone; revenues are decreased only 
to the extent of the small reduction 
given all customers through the im- 
mediate rate ; and, finally, the plan is a 
dynamic merchandising procedure 
which can be given an enormous 
amount of publicity. 


Free Electricity for Additional Use 


lg this sales promotion plan, elec- 

tricity is given free only in the sense 
that the additional amount used is fur- 
nished without extra cost. Most of 
these plans are introduced as the first 
step prior to making a substantial 
change in rates. The “free sample” plan 
is expected to bring about a permanent 
rise in the consumption level which, in 
turn, will “earn” a new and lower gen- 
eral rate. “Free electricity” plans are 
in effect “limited offer” objective rates. 
However, since they are limited as to 
time, the force of their promotional 
aspect has to be powerful enough to at- 
tract immediate attention and to over- 
come traditional habits of customers. 
This plan usually is limited to sixty or 
ninety days. 

The offer takes the form of giving 
free, for a specified period, all kilowatt 
hours used above those consumed in a 
predetermined base month. The cus- 
tomer who takes advantage of this plan 
uses an unlimited amount of electricity 


customers. Similar to all ‘bargain’ plans it tends to maintain 
revenues. However, both the small and large customers 
share in the benefits of the plan providing they care to use 
from 5 to 10 additional kilowatt hours each month; to the 
extent that both benefit, the plan tends to develop mass ac- 
ceptance of the service and to increase consumption in the 


‘low-use’ group.” 
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but pays for an amount equal only to 
that of the base month. No secret is 
made of management’s promotional in- 
tentions, 


6 ee intent is to break the economy 
habit in order to get customers to 
“reuse” lighting equipment and ap- 
pliances already in the home, and to 
encourage customers to purchase new 
appliances during the “free electricity” 
period. In locations where this plan was 
tried, customers continued to show an 
increase in monthly usage after the 
plan had run its course. They had vol- 
untarily experimented with new usages 
and apparently were agreeable to con- 
tinuing at the new level. 

A splendid opportunity was created 
for management to organize all retail 
appliance dealers and direct their ef- 
forts toward load-building as compared 
to nonload-building sales. All retail es- 
tablishments concerned gave publicity 
to the fact that customers could oper- 
ate newly purchased appliances during 
the life of the plan without paying for 
the energy consumed. The principal 
disadvantages to the plan are the same 
as in the objective rate plan, with the 
additional possibility that customers 
might be induced to purchase new en- 
ergy-consuming equipment without 
having a clear idea of the temporary 
nature of the plan. 


Half Off or Discount 


HIS rate innovation offers a dis- 

count for a limited time, usually 
during the summer months, for all kilo- 
watt hours used above a base month. 
The base month is designated either as 
the corresponding month of the pre- 
vious year, as in the case of the objec- 
tive or inducement rate plan, or as a 
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late spring month as in the “additional 
use” program. This offer is in all re- 
spects similar in its aim to the “free 
electricity” plan. Also, the advantages 
and disadvantages are the same with 
one exception. 

The half-off plan is less dramatic. 
This disadvantage is somewhat offset 
by the fact that the company receives 
at least one-half payment for the addi- 
tional electricity used. 


Share the Benefits 


A “BARGAIN” rate of this type offers 
a bonus in free kilowatt hours if 
certain goals are attained. It offers 25 
free with an increase of 5 additional 
kilowatt hours above the amount used 
in the corresponding month of the pre- 
vious year. A maximum of 50 is of- 
fered for 10 additional kilowatt hours 
of usage. At the end of the twelve 
months a new rate generally becomes 
available for those who continue to use 
substantially more electricity. Other 
rate reductions are made annually for 
all customers until an average, for in- 
stance, of 100 kilowatt hours monthly 
is reached in a given location. Then 
the “bargain” rate becomes available 
for all customers, This plan conditions 
customers for one or more changes in 
rate level or rate form. The differential 
advantage, however, between “low- 
use” and “high-use” customers who 
benefit from the plan is not as great as 
in the case of plans previously de- 
scribed. 

This share-the-benefits plan is more 
easily understood by customers. Simi- 
lar to all “bargain” plans it tends to 
maintain revenues. However, both the 
small and large customers share in the 
benefits of the plan providing they care 
to use from 5 to 10 additional kilowatt 
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Highly Promotional Rates 


66 Partes which have been considered highly promotional by man- 

agement in the past may not be forceful enough to attract 
the necessary publicity when residential customers are again needed 
to try initial installation of new applications of electric service now 
in the process of being developed. When the need again arises it may 
be advisable generally to subdivide the residential customer classifi- 
cation and give ‘additional use’ customers an opportunity to carn 

price reductions for the entire classification.” 





hours each month; to the extent that 
both benefit, the plan tends to develop 
mass acceptance of the service and to 
increase consumption in the “low-use” 
group. This very desirable feature was 
one of the principal objectives of the 
Hartford (Connecticut) Electric Light 
Company which introduced the plan in 
1934, During the period the plan was 
in operation an increasingly large 
number of customers moved into the 
higher usage brackets. The principal 
disadvantages of the share-the-benefits 
plan are that it, too, is somewhat dis- 
criminatory, and as in all other cases 
billing expenses are considerably in- 
creased. 


Progressive Rate Reductions 


HE remaining rate innovation in- 
troduced during the 1930’s was a 
printed rate schedule which announced 
a small rate reduction to occur on each 


of twelve successive months. These re- 
ductions usually apply only to the first 
block of 30 kilowatt hours used each 
month. The company agrees in advance 
to make this series of price reductions. 
Customers are therefore stimulated to 
a greater use since they know that the 
cost of operation will be automatically 
reduced for any appliances they may 
purchase. 


From 1941 to the Present 


5 ti -nge to the marketing activi- 
ties of the 100 cities during 
the war period, residential rates 
were consolidated and further simpli- 
fied. By 1946, 91 per cent used a simple 
block-meter rate form which included 
the delivery of a specified amount of 
service with the minimum charge. 
This charge varied between 50 
cents and $1. In nine locations 2- 
part rates were used with a demand 
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charge of either 50 cents or 60 cents. 
Only one included the room-count 
method of estimating the customer’s 
demand. The market continued to be 
extended as in the past period by broad- 
ening rate schedules to include new 
uses or to offer more attractive prices 
to existing users of water heaters or 
electric ranges. By 1946 all but four 
locations offered water-heating rates. 
As to actual prices, over half of the lo- 
cations quoted rates of 1.5 cents or less. 
Many were below one cent, Four of- 
fered flat rates. In every case where 
rates were available some control was 
maintained over the type and design of 
the water-heating equipment. Rural 
customers were added to the lines in 
large numbers in all locations. The 
average residential usage increased 
steadily throughout the period. 


Conclusions 


Bes practical application of ideas 
revealed by this analysis are nu- 
merous, but they will vary from com- 
pany to company. However, there are 
a few general observations which war- 
rant mention here. 


For example, the use of a block- 
meter rate or a simple 2-part rate ap- 
pears to form the most satisfactory way 
of pricing the service. Where these are 
not used, obstacles are placed in the 
way of a complete marketing program. 

Also, it was clearly indicated that, 
in the absence of restrictions, rate 
structures should be extended to in- 
clude the market for electric water 
heating. In most cases, this requires 
the use of the off-peak or time-con- 
trolled principle and a rate of approxi- 
mately 1.5 cents per kilowatt hour. 

Rates which have been considered 
highly promotional by management in 
the past may not be forceful enough to 
attract the necessary publicity when 
residential customers are again needed 
to try initial installation of new appli- 
cations of electric service now in the 
process of being developed. When the 
need again arises it may be advisable 
generally to subdivide the residential 
customer classification and give “addi- 
tional use” customers an opportunity 
to earn price reductions for the entire 
classification. The promotional possi- 
bilities of such a plan have been proved. 





66’ I ‘HE people have been hypnotized into believing that 
by the wave of a magic wand they can get some- 


thing for nothing. But the government does not create in- 
come nor wealth. It merely collects money from individuals, 
corporations, and institutions by taxes and borrowings, and 
redistributes it through the manifold spending channels. 
“During the last war period about $400 billion was raised 
by the government, of which around $176 billion was col- 
lected in taxes. The remainder came from borrowings, the 
great bulk of which is still reflected in the Federal debt, and 
debt is a mortgage on future income, while interest charges 
are paid out of current income.” 
—Excerpt from “New England Letter,” published 
by First National Bank of Boston. 
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Around and About 


Some of the new wrinkles, oddities, and amenities 
appearing here and there in connection with utility 
service. 


By PAT JETSON* 


oO the latest crop of inventions— 
add the mechanical raspberry. 
The Michigan Bell Telephone 


Company came up with it to let callers 
know when they dial the letters of a 


nonexistent exchange. When someone 
dials the wrong letters, there comes 
through the receiver a siren-like noise. 
A telephone company spokesman de- 
scribed it as “a high, wailing sound, 
like when food prices go up.”’ 


* * * 


A new streamlined streetcar which 
can carry 200 passengers is now op- 
erating in Riga, Latvia. The streetcar 
was built in three sections in twenty- 
three days. 

* * *” 


When the New Dearborn street 
subway begins operations in Chicago 
next year, straphangers may be able 
to thumb through their newspapers 
with both hands. 

Jolts that sometimes send some of 
them reeling in the present cars will 


*Professional writer, Arlington, Virginia. 
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be absorbed by a bed of shock-absorb- 
ing rubber pads extending the 3.9-mile 
distance of the line. Closely resembling 
egg-crate separators the pads were de- 
signed by B. F. Goodrich technicians, 
who say the pads will last for at least 
fifty years. 


* * 


Manager of an undershirt factory 
in Mexico City, Emilio Checa, bought 
a quarter page in the city’s newspaper 
to inform the manager of Telefonos de 
Mexico: “Thirty-five days ago we re- 
ported our telephone out of order. 
Won’t you please have something 
done?” 

The phone works now. 


x* * * 


Oper: a “Rest in Peace” wreath, 
the last trolley in the Bronx went 
to its rest—a barn where it will be held 
until sold or scrapped. John Tully, in- 
spector with thirty years’ service as a 
motorman, officiated at the last rites. 


His eulogy went: “An old love lost. 


The trolley car was my first sweet- 
heart. I met her before I met my wife.” 
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Didja know? When kerosene was a 
major petroleum product at the begin- 
ning of the century, gasoline was fre- 
quently thrown away as an unusable 
and waste product. 


* *x * 


Returning lost dentures has become 
such a problem on the Manchester, 
England, bus lines that they are ap- 
pealing to passengers “who must re- 
move their false teeth, to place them 
securely in their pocket.” 


* * * 


Sidney H. Bingham, New York’s 
commissioner of transportation, came 
back from Europe and said that what 
he saw over there convinced him that 
jet-propelled busses would be a reality 
within thirty months. 


* * * 


Charles Schenk, of Vincennes, In- 
diana, not only complained when he 
claimed the phone company listed his 
number wrong but set a value on the 
error. He is suing Midwest Telephone 
& Utilities Company for $50,000, 
claiming that the mix-up cost him con- 
siderable business. 


* * * 


"ae first major high-speed rotary 
dial telephone system has been 
placed in operation by the Rochester 
(New York) Telephone Company. 
Initially, the company has converted a- 
bout 21,000 of its phones to this new 
system, The other phones will be 
changed over in the near future. 

The rotary system provides for in- 
terconnection of dial and manual cen- 
tral offices during the period of con- 
version, subsequent integration of the 
system through intercentral office auto- 
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matic trunking and the handling of 2-, 
4-, and 8-party lines in the Rochester 
system. 

During the past twenty-five years 
International Telephone & Telegraph 
Corporation has installed more than 
2,000,000 lines of rotary in many of 
the large cities of Europe and Latin 
America. In addition to the Rochester 
project, rotary systems are being in- 
stalled in Lexington, Kentucky, and 


Elkhart, Indiana. 


a 


It cost $3,355,348 to change the 
New York subway turnstiles so that 
passengers would have to pay a 10-cent 
fare instead of a nickel. 


x * Ok 


St. Louis bus riders are to listen to 
music and news broadcasts while they 
ride, John C. Baine, vice president and 
operating manager of the St. Louis 
Public Service Company, says a 60- 
day test will be made of FM radio sets 
on 20 busses. If the idea goes over, 
radios will be installed in 1,000 busses 
and 300 streetcars. 


* *” * 


To help determine Alaska’s full 
water-power possibilities, six Navy 
planes have begun a many-month sur- 
vey of Alaska. It is the first compre- 
hensive mapping of the strategic north- 
ern territory in nearly twenty years. 


* *” *” 


| be Milwaukee, a man who catches the 

bus to work every morning enjoyed 
a 2-week vacation by getting up earlier 
than usual every morning and sitting 
on the porch, watching the other folks 
hurry downtown. 
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A new electronic “pistol’’ spots a 
leak of as little as 1/100 ounce of gas 
a year. 

* * * 


The romance of the only telephone 
operator of Ripley, Maine, caused a lot 


During the first six months of 1948, 
the Moscow subway transported 291,- 
900,000 passengers. The number of 
trains has been increased this year and 
intervals between them sharply cut. 
One of the Moscow papers predicts 
that the intervals will become even 


of talk—but all by word of mouth. Just 
before the operator, Winifred Hatch, 
left town, she cut all the wires on a 
switchboard she owns, silencing the 63 
hand-crank phones, Winifred had told 
friends she was tired of this “number, 
please, business” and that she was go- 
ing away and get married. 


shorter and that newer trains will be 
introduced. 
* * x 


A patent has been granted for an 
automatic telephone instrument built 
to enable the user to dial any number 
in any city in the United States. 





A Vicious Theory about “Big Business” 


eT theory that because a business is big, or does a 
large share of the business in its field, it is illegal, is 
one of the most vicious that the American economy has ever 
faced. It is not only contrary to economic law, but it defies all 
the traditions of American economic history. Our large organi- 
zations of today grew from small beginnings and, it may be 
added, they grew because they rendered a needed service at a 
fair value. Unless the man who launched the business had 
the ambition and the very worth-while desire to grow and 
expand, we never would have had the American industrial 
organizations which contributed so much to our war effort 
and in peacetime to our enviable standard of living and which 
are now largely saddled with the responsibility of saving the 
world.” 
—Henry H. Hermann, 
Executive manager, National Association 
of Credit Men, 
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Washington and the 
Utilities 


Hoover Board Blues 


ie are a lot of nervous public 
officials in Washington, D. C., these 
days casting anxious eyes at the work of 
the Commission on Organization in the 
Executive Branch of the Government. 
This 12-man board, more frequently call- 
ed by the popular name of Hoover Com- 
mission, because it is headed by former 
President Hoover, is slated to make a 
series of 23 reports beginning ten days 
after the 8lst Congress meets next Jan- 
uary. 

These reports are due to be made, of 
course, regardless of the outcome of the 
general election. But with the rather 
general anticipation of a Republican 
presidential victory at the polls, a number 
of bureaus and agencies fear that the 
commission’s recommendations for con- 
solidation, merger, transfer, or outright 
elimination, might fit in all too neatly with 
Republican plans to rip up some other- 
wise pretty snug harbors and safe nesting 
places for surviving New Dealers and 
latter-day Democrats. 

The Rural Electrification Administra- 
tion is perhaps to be a case in point. No 
Congress, regardless of party control, is 
going to do away with REA. It has be- 
come too popular politically in both 
Democratic and GOP territory. Neither 
are Republicans likely to sit around 
patiently while that ardent New Dealer, 
Claude R. Wickard, finishes out his 
statutory term as head of the REA, with 
appointive authority for a number of staff 
officials. This would not be until 1955. 


iw REA is a lending agency—one 
of some 26 lending agencies—all of 
which have become targets of criticism, 
based on administrative efficiency or lack 
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of it. In the process of transferring REA 
from the Agriculture Department to 
some centralized lending agency—such 
as the Reconstruction Finance Corpora- 
, tion—Mr. Wickard’s job could be ripped 
out from under him quite conveniently 
as part of the “reorganization.” Another 
way might be to split the lending func- 
tions from the advisory functions of 
REA—leaving it but a shadow of its 
former self. Whatever is done about it 
is bound to stir up a fight in Congress. 

The Republicans have a handy prece- 
dent if they want to make such a shift, 
and if the Hoover Commission recom- 
mends it, For it was on the same grounds 
of administrative reorganization that the 
late President Roosevelt canceled out the 
previous autonomy of REA, by trans- 
ferring it to the Agriculture Department. 
This made ex-REA Administrator Car- 
mody so mad he resigned. The 81st Con- 
gress could claim such a precedent in 
shifting REA back out of Agriculture 
Department to some place else. In the 
process the administrator’s duties might 
be so reclassified as to make Mr. Wick- 
ard resign, even though it would take a 
definite congressional change in the REA 
law to cut down his statutory tenure or 
reclassify him out of a job. 

REA is just one of a number of bu- 
reaus on the anxious seat while the 12- 
man Hoover Commission is busy grind- 
ing out its reports to present to the next 
Congress. In fact, nearly all branches of 
the government which have to do with 
public utility operations, whether in a 
spending, lending, or regulatory capacity, 
are possible subjects of suggested revi- 
sion by the Hoover group. Most fre- 
quently mentioned are the Reclamation 
Bureau, the civil functions division of the 
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Army Engineers, and the Federal Works 
Agency. 


HESE are all construction agencies. 
It is likely that the Hoover Com- 
mission will recommend their consolida- 
tion into a single department of public 
works—possibly headed by an officer of 
Cabinet rank. The revival of ghosts 
from the old Brownlow Commission of 
more than a decade ago (which did a 
similar reorganization study for the late 
President Roosevelt) casts shadows even 
over the regulatory commissions. The 
original draft of the old Brownlow Com- 
mission study recommended that both the 
Federal Power Commission and the 
Federal Communications Commission, 
among others, be shifted to the depart- 
mental supervision of the Commerce 
Department. A howl immediately went 
up from both the regulators and the 
“regulatees” and such recommendations 
were never even presented to Congress. 
The only regulatory commission that did 
finally get switched to Commerce was the 
old Civil Aeronautics Commission. 
Washington observers recall, however, 
that the Commerce Department was a 
favorite of former President Hoover 
when he was in the White House. 
Whether that means anything or not; it 
seems more likely that only the planning 
or other “fringe” powers of the FPC and 
the FCC are likely to be recommended 
for change. 


sl 


The Advance Smear 


Sout of the agencies fearing the 
worst already are seeking to discount 
the work of the commission in advance of 
its reports. Such tactics are not done 
openly, of course. The results can be 
obtained through a number of friendly 
outside “associations” (which are some- 
times irreverently known as lobbies), 
ready, willing, and able to snipe at the 
Hoover Commission. 

The CIO already has paid its respects, 
pointing out that the commission is not 
even equipped, on the face of its organi- 
zation, to deal sympathetically with mat- 
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ters affecting labor regulation. Some of 
the outside groups sympathetic to certain 
specialized military functions have regis- 
tered similar complaints, And the Na- 
tional Rural Electric Codperative Asso- 
ciation, in a recent issue of its monthly 
magazine, has called attention to the fact 
that one of the lawyer members of the 
Hoover Commission as well as two ac- 
counting firms used in its work have 
previously been employed by public utili- 
ty companies, whereas no outstanding 
friend of REA is on the inside Hoover 
board in any major capacity. 

Aside from the fact that it would be 
rather difficult to name any first-rate, 
well-established law firm or accounting 
firm which did not at some time or other 
number public utilities among its clients, 
the Hoover Commission has a simple an- 
swer to these advance attacks on the in- 
tegrity of its reports. It is pointed out 
that if the Hoover Commission had 
among its membership and staff separate 
champions for CIO, labor, Army, Navy, 
REA, and other specialized groups, it 
would not be a 12-man commission, it 
would be more like a 1,200-man commis- 
sion, What’s more, filling up the com- 
mission with such special pleaders would 
defeat the basic object of disinterested 
reform of overlapping and duplicate 
administrative functions. 


I* late September the Hoover Commis- 

sion met on “lending agencies.” This 
will be one of the first, if not the first, 
of the reports to go up to Congress, It 
is rumored that the Hoover board dis- 
cussed a proposed report which boiled 
the 26 various Federal agencies, lending 
money for one purpose or another, down 
to 10 or less. Just how REA will fit 
into this picture, when the report is final- 
ly approved and sent to Congress, is one 
of those things that has the officials all 
guessing. But it is safe to say that a 
strong appeal can still be made to Con- 
gress on behalf of REA along the lines 
of the old childhood poem : 


Woodman, spare that tree! 
Touch not a single bough! 
In youth it sheltered me, 
And I’ll protect it now. 
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ITHIN the Hoover Commission 

two subcommittees are known to 
be studying the general subject of nat- 
ural resources. One of them, the agri- 
cultural subcommittee, is headed by H. P. 
Rusk, dean of the School of Agriculture 
at the University of Illinois. The other, 
assigned to study all natural resources, 
is led by former Governor Leslie A. 
Miller of Wyoming. 

The Rusk Committee, which is natural- 
ly agriculturally minded, is reported to be 
leaning toward a type of reorganization 
such as was proposed in the Hope Bill, 
introduced late in the last session of Con- 
gress. This calls for a transfer of 
virtually all of the land management 
functions of the Department of Interior 
into the Department of Agriculture. 

These would include land management 
functions of the Bureau of Reclamation, 
most of the Bureau of Land Manage- 
ment, all of the Fish and Wildlife Serv- 
ice, and the Geological Survey. 

On the other hand, the Miller Com- 
mittee is reported to favor setting up an 
entirely new department of conservation 
which would either replace the Depart- 
ment of Interior or take from it to a new 
conservation department all land and 
resource management functions, and also 
take from the Department of Agriculture 
the Forest Service and Soil Conservation 


Service, 
* 


Power Reserve Getting Thin 


= the precarious electric 
power supply situation throughout 
the nation, the Edison Electric Institute 
recently revealed that reserve generating 
capacity in December is expected to be 4 
per cent, compared with a margin of 5 
per cent in the same month last year. 
Ernest R. Acker, president of the EEI, 
sought to quell alarm by citing the ability 
of the industry to cope successfully with 
the problem last year through intercon- 
nections and careful codrdination of 
reserve capacity within and between 
electric systems, The amount of curtail- 
ment in the winter of 1947-48 “was not 
significant,” he said, adding that the 
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electric companies “expect to do as well 
this December.” 

Mr. Acker’s comments were contained 
in a nation-wide survey of power sup- 
ply experts. The survey disclaimed 
several recent charges of the existence 
of a power shortage made by proponents 
of public power, and pessimistic fore- 
casts on the supply situation made by 
other private power opponents. 

Despite efforts of manufacturers of 
electric generators and other power 
equipment to meet power company de- 
mands through record production sched- 
ules, the power and light companies are 
faced with increasing power demands, 
the survey showed. Installation of new 
generating capacity for 1948 will be 
4,750,000 kilowatts, compared with 
2,000,000 in 1947. In 1949, it is expected 
to be 6,700,000 kilowatts, and in the two - 
succeeding years, 5,800,000 and 6,060,- 
000 kilowatts. 

The estimated demand for power in 
December has been increased by 1 per 
cent above the forecast made by power 
experts in May, Mr. Acker said. 


—— of bad weather and 
equipment failure, coinciding with 
hours of peak demand, may necessitate 
“load shifting” by industrial customers 
to off-peak hours, appeals to commercial 
and residential customers for conserva- 
tion of electricity, and even some curtail- 
ment during the period of such emergen- 
cies, he declared. 

Aggravating the limitations imposed 
on manufacturers through shortages of 
steel and other construction items is the 
increased demand for defense require- 
ments and the needs of the European re- 
construction program, In addition, the 
industry is serving 6,000,000 new cus- 
tomers since August, 1945, an increase of 
18 per cent over the total accumulated 
in the previous sixty-three years of the 
industry’s growth, the survey showed. 

The National Security Resources 
Board is expected to make public some 
time after December Ist, a report bring- 
ing up to date its survey of the nation’s 
power supply and requirements. 
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Exchange Calls 


Scattering Plants 


Sa authorities on atomic war de- 
fense in this country have suggested 
that large industrial plants in big cities be 
broken up and shifted to other less 
densely populated sections of the country. 
However, there are many objections to 
such a procedure. One recently has been 
voiced by Ferdinand Eberstadt, New 
York financial expert and ex-War Pro- 
duction Board chief, in a confidential re- 
port to the National Security Resources 
Board. He contends that the shifting of 
war plants for defense would place an 
impractical load on their communications, 
transportation, and other connections. 

Mr. Eberstadt holds that any atomic 
war defense plan which provides for the 
removal of key factories from industrial 
centers would be economically imprac- 
tical because of the incredible cost and 
upheaval, including the complete realign- 
ment of communication and transporta- 
tion services. Even if the plants escape 
destruction or damage they cannot oper- 
ate without transportation networks to 
bring supplies and remove finished prod- 
ucts, power for operation, and com- 
munications to coérdinate production, he 
asserted. 


* 


Communication Plans for 


Defense 


‘a~ National Security Resources 
Board is making progress in its de- 
fense mobilization planning for commu- 
nication industries. There has been defi- 
nite agreement on a list of fifteen execu- 
tives who are being asked to be members 
of the Telephone and Telegraph Operat- 
ing Industry Advisory Committee to the 
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And Gossip 


Munitions Board and the NSRB. The 
group will be composed largely of presi- 
dents and vice presidents of Bell system 
companies, independent companies, and 
Western Union. 

Manufacturers of telephone and tele- 
graph equipment are to have a similar 
committee. This is in the process of 
formation. A group representing the 
electronics-radio-r a da r manufacturing 
industry is doing preliminary planning 
work. It is made up of chief executives 
of several leading companies in the field. 
This group has been working on review 
and revision of the World War II con- 
trol and limitation orders of the former 
War Production Board division for radio 
and radar. 

Much of the preliminary work is being 
done by what are termed “task commit- 
tees,” which will submit reports to per- 
manent committees when the latter are 
formed. Of course, many members of 
these task committees will become mem- 
bers of the permanent advisory commit- 
tees. 

Leighton H. Peebles, communications 
consultant for the NSRB, is given major 
credit for the rapid progress in the 
organization and functioning of these 
advisory and task committees. He 
headed the World War II WPB Com- 
munications Division, and at present 
heads the NSRB Communications Divi- 
sion, and also has taken over the utilities 
division. 

> 


Bell System Rate Cases 
6 in Kansas Corporation Commis- 


sion has issued an interim order 
permitting the Southwestern Bel] Tele- 
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EXCHANGE CALLS AND GOSSIP 


hone Company a rate increase to yield 

$1,200,000 a year in additional revenue. 
This is the amount the company has 
claimed it is losing on its Kansas in- 
trastate telephone business. The com- 
pany had asked for an increase totaling 
over $3,000,000 annually to eliminate 
losses and to guarantee a fair rate of 
return. This latter request was turned 
down by the state commission and that 
action now is before the Shawnee County 
District Court for review. 

Michigan Bell Telephone Company’s 
case is in a legal tangle. The Michigan 
Public Service Commission recently au- 
thorized an $8,217,000 annual increase 
in rates. However, the state attorney 
general, Eugene F. Black, protests this 
award because litigation is still in pro- 
gress on a 1945 order of the commission 
to reduce rates by $3,500,000. More 
than $9,000,000 of company revenues 
have been impounded to cover over- 
charges if Michigan Bell is required to 
comply with the 1945 order. The com- 
pany asserts that it needs currently a 
total of $10,400,000 in increased rates, 
and that amount was requested in its 
latest petition. 

New Jersey Bell Telephone Company 
has been informed by the state board 
of public utility commissioners that the 
company’s proposed rate increases of 
$16,036,000 must wait awhile. The new 
schedule was filed to be effective October 
15th, but the commissioners have decided 
to suspend the increases until January 
15,1949. Hearings will begin November 
8th. 

If the full increase is granted to New 
Jersey Bell, residential subscribers will 
pay $8,541,000 more a year; business 
subscribers, $7,304,000. The commission 
analyzes the $16,036,000 total by this 
further breakdown: (1) $4,492,000 to 
meet a “third-round” wage increase 
which resulted from a recent award of 
the state mediation board; (2) $6,189,- 
000 to provide a 5.6 per cent rate of re- 
turn as allowed by the commission ; and 
(3) $5,355,000 which the company con- 
tends it should have in order to earn on 
a7 per cent return basis. 


oe BELL TELEPHONE & TELE- 
GRAPH CoMPANY’s rate increase in 
Tennessee, averaging 16.27 per cent, is 
being collected under $2,000,000 bond. 
However, the state recently has appealed 
the action to the Middle Tennessee Court 
of Appeals, Originally the state railroad 
and public utilities commission denied the 
requested increase. Then the Davidson 
County Chancery Court permitted the 
company to inaugurate the higher rates 
under bond to cover refunds in case of 
a reversal later. Finally the appeals 
court has taken the case under advise- 
ment. 
* 


Encouraging Rate Statements 
At Telephone Convention 


ge importance of giving adequate 
weight to rising prices in determin- 
ing changes in telephone rates was given 
emphasis at the recent annual convention 
of the United States Independent Tele- 
phone Association (USITA) held in 
Chicago. 

Chairman Harry M. Miller of the Ohio 
Public Utilities Commission said, “No 
one but an enemy of Capitalism would 
advocate that companies owning prewar 
properties should receive no more dollars 
for return than they were paid when they 
received their return in dollars of pre- 
war value.” Mr. Miller remarked that 
this was merely a reiteration of a state- 
ment made by the late John E. Benton, 
advisory counsel of the National Associa- 
tion of Railroad and Utilities Commis- 
sioners. 

Chairman Miller pointed out further 
that his commission no longer pursued 
the “laborious and time-consuming prac- 
tice of making detailed inventories” every 
time a utility seeks an increase. The 
present method consists of processing 
cases on a district-wide, system-wide, or 
even statewide basis, checking valuations 
supplied by companies prepared by trend- 
ing book costs. 

Commissioner H. Lester Hooker of 
Virginia expressed concern over provid- 
ing for earnings adequate to attract the 
equity investor. He said, “When utilities 
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are required to serve the public at miserly 
rates of return on their investments in 
property dedicated to public use, the 
public as well as the utility suffers.” 


> 


Unions and Commissions 


pee of the larger telephone 
unions would like to have public util- 
ity commissions take wages and working 
conditions into consideration when rate 
cases are involved. They take the stand 
that one of the functions of the commis- 
sions is to protect adequate service to the 
public, and that this cannot be done unless 
the telephone workers are well paid. 
Union policy on intervention in rate 
caSes has not as yet crystallized. How- 
ever, some of the underlying thoughts 
have been revealed from time to time. 
Roughly speaking they are as follows: If 
company A is running so close to the 
wind with respect to earnings that it can- 
not pay adequate wages and fulfill its 
other obligations to customers and in- 
vestors, it should receive a rate increase. 
On the other hand, if company B is mak- 
ing comfortable profits, but not paying 
“adequate” wages, increases in wages 
should come out of profits and not be 
passed on to the public in higher rates. 
Main point insisted upon by the unions 
is that the welfare of the workers be 
considered when rate changes are made. 
Here is the most recent development in 
this connection, Representatives of the 
Communications Workers of America, 
northwestern division No. 45, recently 
had a “general informal conference” with 
members of the Nebraska State Railway 
Commission. It was reported that mem- 
bers of the commission evidenced a will- 
ingness to give consideration to wages 
and working conditions when studying 
rate cases. Members of the commission 
expressed a desire to see written material 
and statistical data referred to by the 
union members in their oral presentation. 
CWA No. 45 promised to submit such 
material. The meeting of the union 
group with the commissioners lasted two 
hours. The chief union representative, 
J. R. Hill, said that he left the meeting 


with the feeling that the time involved 
was well spent, 


* 


Probe of Bookies’ Wires 


"ie use of telephones by horse-race 
bookmakers has been attacked in 
many states. Now the California Public 
Utilities Commission has formally re- 
quested the Federal Communications 
Commission to initiate a nation-wide in- 
vestigation of the use of race-wire serv- 
ices by illegal bookmakers. The purpose 
of such a probe is to ultimately put the 
nation’s bookies out of business. The 
California commission claims that indi- 
vidual states, acting alone, are relatively 
impotent. Hence, it wants the entire field 
covered with an aim to destroying the 
illegal bookmaking industry, 

After an investigation in California 
last spring, the state commission ordered 
the banning of use of telephone and tele- 
graph facilities wherever these were 
shown to be used for gambling purposes 
in California. Then the attorney general 
directed Western Union to cancel its 
leases with the Continental Press Service 
Company. The company operates a 
transcontinental race wire through con- 
nections in many California cities. 

Continental then petitioned a Federal 
court in Los Angeles to restore service. 
The petition was denied, but the court 
granted a temporary order restoring 
service pending appeal. 


Sa 
Bell System Pensions 


Bs system companies paid out 
$148,820,000 during the year 1947 
for all purposes covered by their benefit 
and pension plans. 

The total 1947 payroll for the Bell sys- 
tem, including Western Electric Com- 
pany and Bell Telephone Laboratories, 
was $1,790,900,000. 

This figure included accruals into 
trust funds devoted irrevocably to pay- 
ment of present and future pensions, It 
compares with $1,153,128 paid out by the 
Bell companies during the first year of 
the plan’s operation thirty-five years ago. 
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Financial News 
and Comment 


By OWEN ELY 


Life Insurance Companies Must 
Be Permitted to Buy Utility 
Stocks to Help Finance 


Construction Program 


HE 1948 “Life Insurance Fact 
Book,” recently issued by the In- 
stitute of Life Insurance, is a 96-pa 
booklet which includes many valuable 
tables and charts showing assets, invest- 
ments, income, and expenses of the in- 
dustry, etc. The tremendous growth of 
these institutions and their major réle in 
the financing of industry are indicated by 
the jump in total assets from less than $8 
billion after World War I to about $52 
billion at present. Even in the 1940's, as- 
sets have increased about two-thirds— 
they were less than $31 billion in 1940. 
At the end of 1947 assets were dis- 
tributed as follows as compared with 
1921: 


1947 1921 


U. S. Government Securities 38.7% 10.6% 
Municipal and Foreign .... 3.7 8.5 
Corporate Securities 31. 
Mortgages 

Real Estate 

Policy Loans 

Miscellaneous Assets 


100.0% 100.0% 


The historical record of the growth of 
life insurance investments is shown in 
the table on page 675. The security 
portfolio in 1947 was made up as follows 
te, with 1921 (in billions of dol- 
ars): 
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1947 1921 
Railroad Bonds 
Railroad Stocks 
Public Utility Bonds 
Public Utility Stocks 
Industrial and Misc. Bonds .. 
Industrial and Misc. Stocks .. 


4 a growing interest of the insurance 
companies in utility bonds contrasts 
sharply with their lack of interest in rail- 
road bonds. Since 1921 the percentage 
of life insurance assets invested in rail- 
road bonds has dropped steadily, without 
interruption, from 21 per cent in 1921 
to 5.6 per cent in 1947. In contrast their 
holdings of utility bonds have increased 
as a percentage of assets from 2 per cent 
in 1921 to 13.4 per cent in 1947. Last’ 
year’s increase of $1,367,000,000 in- 
vested in utility bonds was the largest 
single year’s gain in holdings of this type 
ever recorded. 

“Utility bonds,” according to the Fact 
Book, “have been one of the investment 
areas developed relatively recently for 
life insurance funds. They began to ap- 
pear in life insurance reports back in the 
1870's in a small way, then chiefly cover- 
ing gas and water utilities. It was not 
until the middle and late 1920’s, however, 
that they became an appreciable portion 
of life insurance investments, topping a 
half-billion dollars and accounting for 6 
per cent of assets in 1925, Five years 
after that, they more than doubled in 
amount and since then have increased 
steadily.” 
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Most of the big life insurance com- 
‘panies are prevented by state laws from 
purchasing common stocks. Of the 
$1,400,000,000 stocks held in 1947 
about three-quarters represented pre- 
ferred stocks, only one-fourth being com- 
mon, It is probable therefore that hold- 
ings of utility preferred stocks are in 
the neighborhood of $300,000,000, and 
of utility equities $100,000,000, (Exact 
figures were not shown in the Fact 
Book.) Of course other insurance com- 
panies, together with benevolent societies, 
own substantial amounts of utility securi- 
ties and are generally less restricted than 
the life companies in the purchase of 
utility stocks, but their aggregate invest- 
ments are only a small proportion of 
those of the life insurance companies. 

Since the life insurance companies now 
control such a huge amount of the coun- 
try’s savings deposits, and since they 
are taking large equity positions in real 
estate and housing developments, there 
is no good reason why they should not 
be permitted to purchase utility preferred 
and common stocks of good caliber. State 
regulations could be set up to provide 
certain restrictions to protect the quality 
of the investment, such as (1) uninter- 
rupted dividend payments for ten years ; 
(2) over-all coverage of 24 per cent for 
all interest and preferred dividend re- 
quirements; (3) at least 20 per cent of 
gross revenues available for all dividends, 
the approximate average for electric 
utilities ; (4) a debt ratio of not over 50 
per cent, etc. 


HE financial program for funding 
the construction of some $10-$15 
billion of new utility plant is limp- 
ing along under a_ severe handicap, 
because it is very difficult to sell pre- 


ferred and common stocks on any reason- 
able yield basis in relation to current 
money rates. Dividend yields on high- 
grade utility stocks have advanced much 
faster in the past year or so than interest 
rates, reflecting the difficulties in raising 
money through this method. Some im- 
portant utility companies such as Public 
Service Electric & Gas Company have 
had to cancel plans for the sale of pre- 
ferred stock. 

“The_sale of common stocks to raise 
new money is now limited almost entirely 
to subscription offers to present stock- 
holders, with various promotional fea- 
tures such as special dealers’ compensa- 
tion, underwriting, overallotments, par- 
tial payments, etc. The aggregate amount 
of preferred and common stock which 
should be sold by all the utilities to finance 
their growth over the next few years is 
not large as compared with the resources 
of the life insurance companies and other 
institutions. Because these companies will 
readily purchase utility bonds when prop- 
erly priced in relation to current money 
rates, utility companies are constantly 
tempted to finance construction prepon- 
derantly through bank loans and sale of 
bonds. , 

Thus in the eight months ended Au- 
gust 31st, only $247,000,000 utility stocks 
were sold to raise new capital out of 
total utility new money offerings of 
$1,679,000,000—a ratio of less than 15 
per cent, which would shrink still more 
if bank loans were included in total 
financing. While it is unnecessary to raise 
50 per cent of new money through stock 
financing in order to maintain a 50 per 
cent debt ratio, for the reason that some 
funds are provided by depreciation cash 
and surplus earnings, nevertheless it is 
obvious that the debt ratio is increasing. 


7 


a eres > 
Preferred Stock* 
Common Stock Equity** .... 


Millions 
1946 
$6.1 

2.2 : 

5.0 §2 


Percentages 
1946 1947 
45.8% 46.8% 
16.6 16.3 
37.6 36.9 


100.0% 100.0% 


1947 
$6.6 
2.3 





$14.1 


* Includes premiums, assessments, etc. 
e **Includes capital surplus and earned surplus. 
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Foreign 
Gov’t., Securi- 
State, ties of 
Provin- Busi- 
U.S. cial& ness 
Gov't. Local &In- 
Securities Bonds dustry 


$ 678 $ 1,940 
907 663 2,142 
834 666 2,340 
718 633 2,747 


651 660 3,102 
510 666 3,506 
471 741 3,969 
839 4,553 

1,041 4,893 


1,135 5,347 
1,286 5,564 
1,339 5,486 
1,381 5,298 
1,591 5,426 


1,769 5,813 
1,903 6,510 
2,014 = 7,043 
2,137 7,827 
2,324 8,465 


2,502 9,178 
2,640 10,160 
2,469 10,296 
2,394 10,487 
2,156 10,701 


1,898 11,123 
1,886 13,072 
1,935 16,205 








Distribution of Assets 


U. S. Lire INsurANCE CoMPANITES 
(000,000 Omitted) 


Sources: Spectator Year Book and Institute of Life Insurance. 


Mort- Real Policy Misc. 
gages Estate Loans Assets Total 


$2,792 $ 18 $1,058 $ 441 
3,122 197 1,141 480 
3,662 243 1,198 512 
4,175 239 1,323 559 


4,799 266 614 
5,564 303 
6,184 350 
6,761 403 
7,297 464 


7,578 548 
7,652 683 
7,316 934 
6,682 1,264 
5,857 1,689 


5,340 1,986 
5,111 2,144 
5,229 2,190 
5,444 2,177 
5,669 2,134 


5,958 2,060 
6,428 1,873 
6,712 1,659 
6,701 1,350 
6,675 1,061 


6,636 857 
7,155 735 
8,670 860 


48,191 
51,735 








While the financing program did not 
really get under way until about the 
middle of 1947, the balance sheet figures 
for all class A and B electric utilities in 
the United States, recently released by 
the Federal Power Commission, are of 
interest in this connection (page 674). 


PENING the door to insurance com- 

pany purchases of stocks would 
provide at least a partial remedy for the 
present unbalanced utility finance pro- | 
gram. Thomas W. Phelps, partner in | 
Francis I, du Pont & Co., speaking at 
the American Life Convention, said: 
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The dilemma in which the insurance in- 
dustry finds itself is that the evidences of 
debt it wants to buy for investment are no 
good without a reasonable margin of buffer 
or risk capital, while the supply of risk cap- 
ital is being reduced to no inconsiderable 
extent by the insurance industry’s success in 
selling a larger proportion of the American 
public on the idea that a life insurance policy 
is the first and most desirable of all forms 
of savings. Life insurance companies could 
recognize that their very success in selling 
themselves as the Number One custodian of 

. the savings of the American people is going 
to compel them to assume a larger share of 
the risks of our system of democratic Cap- 
italism. 


* 
Income Taxes Should Be Read- 


justed, to Increase Flow of 
Individual Savings 
Into Industry 


} \ 7 HILE it is important (as discussed" 


above) to permit a greater contri- 
bution to equity funds by institutions, it 
is also essential to increase the flow of 
individual savings directly into corporate 
channels to finance growth and improve- 
ments. 

Dr. Sherwin C. Badger, vice presi- 
dent of the New England Mutual 
Life Insurance Company, estimates that 
the aggregate net income after taxes of 
individuals with gross income of $50,000 
or more is only about one-third of the 
1929 amount—despite the fact that the 
national income is more than twice as 
large. And a recent study by the North- 
ern Trust Company of Chicago indicates 
that in all but five of the last fifteen years 
individual holdings of corporate securi- 
ties have declined. Nineteen forty-seven 
was the only one of these five when such 
investments absorbed more than $500,- 
000,000 of new savings. 

Dr. Ralph Robey says that “Decade 
after decade, from 1869 to 1929, the 
American people put one-fifth of current 
productive wealth into further produc- 
tion. This formation of capital fell below 
the historic pattern, for the first time, in 
the early Thirties.” Based on this study 
and the present level of production, Dr. 
Robey thinks the current level of capital 
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formation should be $44 billion, Of this 
amount, he estimates that under current 
conditions $19 billion can be taken from 
business earnings, $2 billion from reduc- 
tion of liquid assets, $10 billion borrowed 
from banks and insurance companies, $1 
billion obtained from government sub- 
sidies, and $4 billion probably financed 
by individual investments, which leaves 
an $8 billion deficiency. How important 
is this shortage? He states that “the per 
cent by which capital formation fell be- 
low the historical pattern during the de- 
pression of the Thirties was not much 
greater than this $8 billion shortage.” 


Wa there is no doubt that indus- 
try is adding new capacity as fast 
as material shortages will permit, this 
process cannot-be financed year after 
year mainly by bank borrowings and 
bond issues. The economy is already » 
highly vulnerable to the dangers of a 
huge Federal debt—a big corporate debt 
on top of this ten years from now will 
add more dynamite. Depressions are 
largely the result of excessive debt, which 
eventually becomes unwieldy, requiring 
“time out” for slow liquidation or read- 
justment. This is axiomatic to any student 
of economic cycles, and is indicated by 
Washington’s present concern over the 
growth of instalment credit and bank 
loans. 

Moreover, rising interest rates and 
“tightening” credit may within a year 
or so—when added to present high con- 
struction costs—put a damper on con- 
struction programs. 

Basic remedies would seem to be (1) 
to encourage corporations to pay out a 
larger proportion of earnings in divi- 
dends (retaining less for construction 
funds) and thereby facilitate the sale of 
the common stock at higher price levels ; 
(2) to reduce the Federal budget as soon 
as the international situation will permit ; 
(3) meanwhile, to readjust income tax 
provisions so as to facilitate larger stock 
purchases by businessmen and capitalists. 
(The savings of individuals in the lower 
income tax brackets “automatically” flow 
into the institutions for investment. ) 
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go nd Gwilym A. Price, of West- 
inghouse Electric Company, in a re- 
cent talk before the American Bankers 
Association, made an excellent presenta- 
tion of this problem. He pointed out that 
capital expenditures by industry last year 
exceeded $26 billion (including increased 
inventories and accounts receivable, nec- 
essary to carry increased sales volume). 
About $15,000,000 was taken out of 
corporate profits and $10 billion was ob- 
tained from bank loans, bonds, and other 
forms of debt, while only about a billion 
and a quarter was realized from the sale 
of stocks—divided about half and half 
between preferred and common. In oth- 
er words, only about 2 per cent of last 
year’s capital expenditures was paid for 
by the sale of new common stock. In 
1948 the proportion appears to be even 
smaller. i 

Mr. Price estimated that the electric 
utilities will have to double the present 
value of their plant in the next decade ; 
and Professor Sumner Slichter has esti- 
mated the over-all shortage of capital in 
this country as high as $75 billion, 

Mr. Price, like many recent commenta- 
tors, thinks that high Federal surtaxes 
retard the sale of common stocks and also 
explain the low price level of common 
stocks in relation to earnings. He stated: 

Last year Westinghouse paid common 
dividends of $1.25 a share. In order to pay 
that $1.25, the company first had to pay Fed- 
eral and state income taxes totaling 85 cents 
a share. That was only the beginning. Our 
stockholders paid surtax rates ranging from 
19 to 85 per cent; but take as an example the 
stockholder—neither the richest nor the 
poorest—whose income taxes on his West- 
inghouse dividend were in the 50 per cent 
bracket. In his case, a total of $1.47 went 
to the tax collectors, while the stockholder 
kept 62 cents out of an original $2.10. 

At last year’s average stock exchange 
prices, that gave him a net cash return of 
slightly more than 2 per cent. With that 
remnant, no doubt, he could then pay the 
other taxes levied on him by all branches of 
government. That shows how fictitious are 
the apparently high yields of common 
stocks, and why stocks of some of the best- 
regarded companies have been selling at from 
five to eight times their earnings. Is any 
more evidence needed as to why some buy 
tax-exempt bonds, why some put their 
money in savings accounts, why others buy 
insurance and real estate and commodities— 


anything, indeed, but common stocks? . . . 
To all these questions, there is an inevi- | 
table answer, The wages of venture capital 
are not high enough after the tax collector 
has taken his bite. We need an incentive 
aby ge for the forgotten man—the stock- | 
Ider, the owner, and enterpriser. . . . In 
order to provide this incentive, two correc- 
tions, I think, must be made, First, elimi-4 
nate the double tax on dividends, by provid- / — 
ing that dividends in the stockholder’s hands >\ ! ) 
shall be free from income tax liability. ...\) ~ 
The government’s revenue from this source™ 
—probably less than $1 billion in 1947—is out 
of all proportion to the penalties the tax 
imposes on initiative and thrift, and the hob- 
bles it fixes on our national income and 
therefore on the whole economy. 
Karl Marx listed the graduated income tax 
, as one of the most potent weapons for the 
destruction of Capitalism, .. . Harold Stas- 
sen declared last spring that the government 
should never take more than 50 per cent of 
the income of any person excepE Curing war. 
“A government which takes more than that,” 
he said, “is killing the future of its average 
citizen and weakening the long-range 
strength of its economic system.” That Mr. 
Stassen had a considerable body of opinion 
behind him on that issue was shown in an 
earlier Gallup poll, which indicated that a 
majority of the American people opposed the 
taking of more than 50 per cent of a man’s 
income in peacetime. This country has no 
special dispensation to free it from the uni- 
versally applicable rules of incentive. Taxes 
which take too much of what a man earns 
tend to produce the same stagnation here 
that they have produced elsewhere. We have 
already cut our incentives dangerously, and 
nowhere more so than in confiscatory and 
double taxation. 


There is a move on foot to pass a con- 
stitutional amendment for the limitation 
of Federal income taxes to 50 per cent of 
individual income. But there is no need 
to await this slow procedure for relief. 
Congress can make the necessary read- 
justments by correcting the New Deal’s 
extreme “soak-the-rich” policy—which 
is heading us into excessive debt and 
eventual depression. 


> 


Small Prospectuses 
I‘ the previous issue of this department 
appeared an article “Why Big Pro- 
spectuses?”’ In this reference was made 


-to a small prospectus issued several 


months ago by Pacific Gas and Electric 
in connection with its 5 per cent pre- 
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ferred stock issue. While the story was 
going to press, several new small pro- 
spectuses have appeared, covering $75,- 
000,000 Pacific Gas and Electric bonds, 
30,000 shares of Central Electric & Gas 
preferred stock, and 1,223,000 shares of 
Columbia Gas common stock (issued 
through rights). The two latter prospec- 
tuses are arranged for convenient holding 
and mailing in an ordinary business en- 
velope, at reduced cost. It is to be hoped 
that the new practice will be definitely 
adopted by the industry and the regula- 
tory authoritics, as a greatly improved 
method for educating investors and sell- 
ing securities. 
5 


Wall Street Comment 

AROLD YoOuNG of Eastman, Dillon & 
Company has prepared a 6-page 
analysis of the dissolution plan of Elec- 
tric Power & Light. Under the plan a 
new holding company (formerly re- 
ferred to as ALMNO and more recently 
described as Middle South Utilities, Inc. ) 
will acquire the stocks of the four elec- 
tric operating companies —- Arkansas 
Power & Light, Louisiana Power & 
Light, Mississippi Power & Light, and 
New Orleans Public Service. Under the 
plan now before the SEC, Electric Power 
& Light $7 preferred stock would receive 
6.5 shares of United Gas and 4.5 shares 
of Middle South; the $6 preferred, 5.9 
and 4.1 shares, respectively ; and the $7 
second preferred 6.25 and 4.3 shares. The 
common would receive approximately 
1.31 shares of United Gas and .2 (or 
slightly more) shares of Middle South 
and perhaps a little cash. The SEC staff 
has also proposed that the second pre- 
ferred stock should receive in cash the 
amount of dividends accrued after June 
30, 1948. (The preferred stocks are re- 


ceiving current dividend payments. ) 


Regarding the value of United Gas, 
Mr, Young points out that there are two 
schools of thought. With only 5 per cent 
of the stock now outstanding, one group 
holds that the broader market resulting 
from the distribution of much of the re- 
maining stock (a part will remain in the 
hands of Electric Bond and Share) will 
cause greater market interest, so that the 
stock will sell at higher levels; the other 
school feels that the distribution will have 
a depressing effect marketwise. 


HE SEC utility staff estimated that 
United Gas earnings might average 
around $1.66 and those of Middle South 
around $1.77. Dividends were estimated 
at $1 for United Gas (the present rate) 
and $1.10 for Middle South. The staff 
also held that the shares to be distributed 
might sell on an average 6 per cent basis. 
Mr. Young feels that United Gas would 
probably continue (as at present) to sell 
at less than a 6 per cent yield, while Mid- 
dle South would probably sell on a higher 
yield basis, as is the case with Central & 
South West and most other integrated 
holding company stocks. However, 
adopting the 6 per cent basis would re- 
sult in the comparisons shown below. 
The Eastman, Dillon study concludes 
that both United Gas and Middle South, 
operating in some of the fastest growing 
territory in the country, have a bright 
future outlook. But it points out that 
both the electric and gas systems already 
are earning a fairly full return on the 
estimated rate base, and that increases in 
future earnings might be diluted by sales 
of additional stock in connection with 
the construction programs. However, 
representatives of the common stockhold- 
ers’ group, who are fighting for better 
terms, feel that future earnings will work 
out much more favorably than the Elec- 
tric Power & Light estimates. 
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Market Claim Est. Value of 
Price 6/30/48 New Securities 
$7 Preferred ; 155 $190 $191 
$6 Preferred 139 177 173 
Second Preferred 214 183 
Common 204 set 27 
Warrants eke 9 
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RECENT FINANCIAL DATA FOR PRINCIPAL ELECTRIC 
OPERATING COMPANY STOCKS 


10/13/48 Indicated Share Earnings Price- 
Price Dividend A pares. 12 Mos. CurrentPrevious Per Cent Earnings 
About Rate ld Ended Period Period Increase tio 


Revenues over $50,000,000 

Boston Edison 

Cleveland Elec, Illum. ......... 
Commonwealth Edison 

Consol. Edison of N. Y. 
Consol, Gas of Balto. ......... 
Consumers Power 

Detroit Edison 

Duke Power 

Pacific G. & E. 

Penn Power & Light 
Philadelphia Elec, ............ 
Pub. Service E. & G. 

So. Calif, Edison 


5.9% Dec. = 
5 June 
June 
June 
June 
Aug. 
Aug. 
Dec. 

July 
Aug. 

July 
April 1 OePF 
June 2.01 
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Averages 


Revenues $10-$50,000,000 

Atlantic City Elec. 
Birmingham Elec. .. . 

Central Hudson G. & E 

Central Illinois P.S. 

Central Maine Power 
Cincinnati G, & E 

Columbus & S, Ohio Elec. .... 
Connecticut L, & P. 

pO Oe eee 
Florida Power Corp. ......... 
Gulf States Util. 

Hartford Elec. Light 

Houston Lighting 

Indianapolis P, & L. 
Interstate Power 

Kansas Gas & Electric 
Louisville G. & E. (Ky.) 

No, Indiana P. S. ...... 
Northern States Pwr. ( Minn.) 
Ohio Edison 

Potomac Elec, Power 

Pub. Serv. of Indiana 

Pub. Serv. of N. H. 

Puget Sound P,& L........... 
San Diego G. & E. 
Southwestern Pub. Serv. 
Utah Power & Light 

Virginia Elec, Power 
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Averages 


Revenues under $10,000,000 

Calif, Elec. Pr. 

Central Vermont P. S. ....... 
El Paso Electric 

Empire Dist. Elec. ............ 
Mountain States Power 

Penn Water & Power 

Sierra Pacific Power 

Tampa Electric 
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RECENT FINANCIAL DATA FOR PRINCIPAL ELECTRIC 
HOLDING COMPANY STOCKS 
10/13/48 Indicated Share Earnings Price- 
rice Dividend Approx. 12 Mos. Current Previous Per Cent Earnings 
About Rate teld Ended Period Period Increase Ratio 
Integrated Holding Company 
Systems 

C American Gas & Elec. ....... Ms $1 & Stk. . Aug. “es $3.87 

C Central & South West . a 2 1.20 16 

S New England Elec, Sys. .... i ‘ 1.35 148 D9 

O New England G.& E........ i d ‘ June 1.27 9 2 

S West Penn Elec. j ‘ June 3.25 2.76 18 


™ 
in 


Averages 


Systems in Process of Integration— 

Common Stocks—Dividend Paying 
American L. & Tr. . ng 62 
Cities Service 2.00 . ec, 10.93 
Electric Bond & Share ‘i a4 
General Pub. Utilities 13 80 ‘ June 1.89 
North American 16 Cash&Stk. .. June 1.43 
Philadelphia Co. 10 60 ’ June  .68 
United Gas Imp. ............ 21 1.30 ‘ June 2.14 
I § eee 23 Stk. . June 3.25 
West Penn Power r June 2.33 
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Averages 


Common Stocks—N ondividend 

American P. & L. .......05:. P a Aug. $4.58 => 21 
Commonwealth & Southern .. wa *" Aug. .59 D13 
Electric P. & L. 214 ey. ad July 5.52 4. ii 34 
Inter. Hydro-Elec. “A” 7 * ah as 

Long Island Lighting 

Middle West Corp. ......... ma ¥en 

New England Pub. Serv. ..... ie “a + “4 
Niagara Hudson Power 8 - m June $1.04 $1.46 D39 
North American L, & P. te “os me wa 
United Corp. 


S 
S 
S 
S 
C 
Cc 
O 
Cc 
Cc 
S 


Yield Approx. 
About rrears 


Preferred Stocks—Dividend Paying * 
United Corp. $3 Pref. 

Philadelphia Co, $6 Pfd 

American & For. a 9 Tre ae 
American P, & L. $6 P 

Commonwealth & Suthers St Uy babs ecthe wh cere S ema 
Electric P. & L. $7 Pfd. 

Niagara Hudson Pr. 5% 1st Pfd. 

BO, SUNNNS TE, CHE) Fee BOG, escvcccccececcccceees 


CANNNNNN 


Preferred Stocks—No Current Payments 

CFE Or, Oe i, Se PE Lo cb Fideticcteccccecavipe’s 
C Inter. Hydro-Elec, $3.50 Pfd. 

Ce See GE ah, , cn poccstvecdiccdsese« 
S_ Standard G, & E. $7 Prior Pref. 

C Standard P. & L. $7 Pfd. 


B—Boston Exchange. C—Curb Exchange. O—Over-counter or out-of-town exchange. 
a York Stock Exchange. PF—Pro forma. *Adjusted for full conversion of preferred 
st 
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Facing Facts in the Gas Industry 


Hr W. REED, retiring president 
of the American Gas Association, 
gave the above title to his welcoming ad- 
dress to the thirtieth annual convention 
of the association at Atlantic City, Oc- 
tober 5th. In his closing remarks he 


modestly referred to his discussion as, 


“this brief chronicle of facts.” It was 
more than that. Primary problems were 
discussed frankly and simply and con- 
crete solutions were proposed. With re- 
spect to a long-term general policy, Mr. 
Reed said: 


Gas, oil, and coal are inextricably associ- 
ated, both in the market place and at the 
source of supply. Gas and oil are produced 
together; and can be transformed into one 
another by suitable equipment. Both can be 
produced by the transformation of coal. 
Given this interdependence of fuels, with the 
highest skill available, it would still be 
impossible for the Federal Power Commis- 
sion to do a completely satisfactory job of 
regulation in the natural gas field, in the 
over-all public interest, if it is forced to 
operate without the framework of a national 
fuel policy. 

When the natural gas industry is com- 
pared with the coal and oil industries, few 
will deny that with all our disappointments, 
the Federal. Power Commission, considering 
the pressure put upon it by many separate 
groups, has done a good job in handling the 
natural gas situation. 

With comparable agencies concerning 
themselves with the coal and oil industries, 
it might be possible to develop and codrdi- 
nate a long-range fuel plan, which would not 
only be beneficial on a national basis, but 
would conserve and stabilize the use of the 
remaining natural resources that Providence 
has so kindly bestowed upon us. 


Discussing the subject of rates, Mr. 
Reed pointed out that the wide differen- 
tial in gas rates charged throughout the 
country presents a problem demanding 
the careful attention of the industry and 
requiring a codrdinated approach by both 
the natural and manufactured gas in- 
terests. He expressed fear that unless 
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some positive action is taken in the near 
future, it will become a serious sectional 
political issue. “This, above all things, 


is something to be avoided. This country 
already has entirely too many such sec- 


tional issues to assume another one such 
as I have mentioned,” he said. Also ad- 
vocated by Mr. Reed was a change in 
the present method of computing and 
charging depreciation on the basis of 


original cost. He believes that deprecia- 


tion should be based on the present higher 
“economic value” of the plant. 


| Sagpecmnec Fatck, chief consultant on 
power and utilities for the National 
Security Resources Board, outlined a 10- 


point suggested program for the natural 
gas industry with particular reference to 


national defense aspects. He believes 
that a strong, integrated national system 
of natural gas pipe lines will be a great 
asset to this country in time of war. Since 


private enterprise has been willing to 


wholly underwrite the financing of the 


expansion of this industry, there is no 


foreseeable need for governmental sub- 
sidy, he asserted. 
Here is Mr. Falck’s 10-point program 


summarized : 


1. We must assure an adequate supply of 
energy at reasonable cost to meet the grow- 
ing needs of the country. 

2. We must continue to develop an eco- 
nomically sound and technically competent 
fuel industry. 

3. Natural gas shortages will never be 
overcome until natural gas prices are brought 
into line with the prices of competing fuels. 

4. In order to avoid continuing gas short- 
ages and mandatory governmental alloca- 
tions, it is recommended that gas space 
heating be distinguished from ordinary 
utility-type service and be priced on a com- 
petitive fuel basis. 

5. It is recommended that the industry and 
the regulatory authorities review existing 
rate-making policies from the standpoint of 
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balanced marketing of en N encouragement 
of conservation and research, and assuring 
sound financing necessary for the tremendous 
and urgent construction program now under 


w 

rf We should concentrate on completing 
every bit of essential pipe-line construction 
in the shortest possible order. 

7. Deliveries of steel pipe to the natural 
gas industry should be accelerated in the 
interest of national security. 

8. Governmental regulations affecting the 
gas industry should be made more promo- 
tional and less restrictive. 

9. Natural gas can and should be used to 
release fuel oil for military and other vital 
uses. 

10. Our national goal should be the most 
rapid possible achievement of the construc- 
tion program being undertaken by the gas 
industries. It is the job of business to inform 
the government of difficulties and obstacles 
that may be delaying or defeating the 
achievement of this goal. And it is the job 
of government to eliminate all such diffi- 
culties and obstacles through the formula- 
tion and execution of an effective national 
policy. 


“Tt is unfortunate,” remarked Mr. 
Falck, “that the method of regulating 
over-all rate of return seems to have 


encouraged debt rather than equity 
financing, and this question should be 
scrutinized in connection with any over- 
all review of existing rate levels and rate 
regulatory techniques.” 


DMUND M. HANRAHAN, chairman, 
Securities and Exchange Commis- 
sion, warned the convention that the gas 
industry’s large proportion of funded 
debt worries members of the commission. 
He voiced disagreement with the conten- 
tion of several gas executives that com- 
mon stock flotations have failed in recent 
years because the “market has been bad 
and the flotation of common stocks too 
expensive to be justified.” The high debt 
ratios are attributed by Mr. Hanrahan to 
another factor: 
. . . Cheap money for a short-term boom 
seems to have been the idea. The heavy sink- 
ing-fund payments and the large serial retire- 
ments undertaken could, it was felt, easily 
be met from the depreciation charges and 
from the profits that were sure to accrue 
as a result of the expansion. Time, it was 
believed, would cure the capital structures 


and reduce debts to a point where the ratios 
looked better. 


With the benefit of hindsight we can now 
see that in 1944 and 1945 we were blindly 
waiting for history to repeat itself. We were 
waiting for the problems that faced us after 
the first World War to reappear and this 
time we were determined to be prepared for 
them. Had we had the wisdom we would 
have seen that the problems facing us were 
not those of depression, deflation, and unem- 
ployment, but those of satisfying the huge 
volume of demand accumulated during the 
war years—a volume of demand so great 
that it has taxed our war expanded capacity 
to the hilt for more than two years and that 
still appears to be far from satisfied. 


Hence, Mr. Hanrahan concluded that 
the result has been that instead of being 
able to sit back, collect revenues, and pay 
off old debt, an ever greater stream of 
new money has had to be obtained to pay 
for the new facilities. 


DWARD HopkKINSON, Jr., Drexel & 

Company, Philadelphia, analyzed 
the unfavorable financial aspects of the 
manufactured gas industry as compared 
with the electric industry. What the in- 
dustry needs most, in his opinion, is a 
cheaper raw material to keep the price of 
the end product down on a competitive 
level. Natural gas is his answer: 


. It is encouraging in this respect to note 
that big transcontinental natural pipe lines 
promise shortly to provide for you an eco- 
nomical raw material for gas manufacture 
= you so badly need. 

May I say, in emphasis, that the prosecu- 
tion of this program of securing adequate 
supplies of natural gas seems to me to be 
the crux of breaking through the vicious 
circles in which you now find yourselves. 
Thus, you need investor confidence to per- 
mit the economical acquisition of the sub- 
stantial sums of money needed to build the 
new facilities, without which the growth 
essential to attract this investor confidence 
will not be possible. You need to attract 
investor confidence to permit you to raise 
the amounts needed to replace obsolete equip- 
ment with facilities which will enable 
to reduce your costs, without which reduc- 
tion, again, investor confidence will be lack- 
ing. 

These vicious circles can be broken, but 
only by the type of spectacular improvement 
which natural gas supplies promise. 


The present seriousness of the junior 
equity financing program of the manu- 
factured gas industry was stressed by 
Mr. Hopkinson. 
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“WHAT DO YOU FELLOWS THINK—DO WE JUST HAVE TO STICK TO 
THIS BLUEPRINT?” 


H. Carl Wolf, managing director of 
AGA, discussed the industry’s heavy 
debt financing at a press conference of 
officials of the association. He stated that 
the “slavish adherence” by regulatory 
bodies to low fixed rates of return for 
the gas industry has forced the natural 
gas companies to seek cheap money in 
the form of bonds rather than offer 
junior equity financing to obtain risk and 
venture capital. He also pointed out that 
“onerous” taxes also took away incen- 
tives. In addition, he asserted that while 
the industry is “allowed” fixed percent- 
ages on its investments, “there is no 
guaranty that we can realize them.” 


OBERT W. HENDEE, president of the 
Colorado Interstate Gas Company, 
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was elected president of AGA for the 
coming year. In his address he praised 
the Federal Power Commission for its 
recent adoption of short-term hearings 
on unopposed applications. He remarked 
that the efforts of FPC to expedite ap- 
proval of applications would contribute 
greatly to meeting demand for additional 
transmission and distribution facilities, 
particularly in view of the industry’s 
$2 billion, 5-year expansion program. 
The association’s new president mini- 
mized the probability of synthetic fuels 
replacing present gas supplies by stating 
that the proved reserves of natural gas 
were increasing rather than decreasing. 
Figures were cited to illustrate the point. 
A. B. Hossack, president, American 
Appraisal Company, New York, New 
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York, discussed the “Impact of Present 
Costs on Depreciation and Reserves.” 
Recognizing that recovery of cost will 
no longer provide sufficient capital to 
make necessary replacements, Mr. Hos- 
sack suggests that current production 
costs should include a charge sufficient 
each year to provide in present dollars for 
that portion of the plant currently used 
up in service. A few paragraphs from 
his address will clarify his approach to 
the problem : 


Now as to the question of what reserves 
should be maintained or provided as a result 
of this impact of present cost. 

I am not inclined, except for special pur- 
poses, to recommend the general establish- 
ment of a reserve to take up the difference 
between the reserve accrued on original. cost 
for the years of expired service, and the 
amount that would be accrued if present 
replacement costs were used. On the other 
hand, I do think it is desirable to have a 
reserve which for a better designation I will 
refer to as a replacement reserve into which 
would be credited the excess of the deprecia- 
tion computed on cost that is charged against 
current operations. 

There are special cases where concerns are 
faced during this postwar period with sub- 
stantial reconstruction, rehabiliation, or re- 
placements, often involving substantial out- 
lays. Where such conditions exist, it is often 
desired to budget ahead the funds required. 
Where such conditions occur, it is often 
desirable to rather carefully review the 
property to be replaced and its cost in com- 
parison with present prices. The excess cost 
is often set up as a reserve appropriation 
from surplus, or if the program takes some 
time, provided in annual surplus appropria- 
tions, These are special studies for the in- 
formation of management or as explanation 
to stockholders for the withholding of por- 
tions of the earnings. 

Such special reserves may serve a useful 
purpose, but I do think they should not 
include expansion or growth under the guise 
of replacement reserves. Also the program 
should be definite and not just something 
that might happen in the future, which 
management wants to use as an excuse for 
retention of earnings. If such, call it a 
contingent reserve and make such explana- 
tion as your ingenuity or conscience may 
dictate, or your board will approve. 

In making the recommendation that a re- 
placement reserve be established for the 
amount charged against operations in excess 
of cost I make one reservation—that is, that 
if such a reserve is established, it should 
be done in connection with a definite plan 
for the utilization of this reserve from time 
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to time as replacements are made. I do not 

think it is desirable to merely set up this 
reserve and to hope later that there may be 
sufficient decrease in prices so that the de- 
preciation on replacement costs will be less 
than on original costs, and thus provide a 
means of ultimately reducing the replacement 
reserve established. It is my suggestion that 
retirements against this replacement reserve 
should be made from time to time as original 
property is actually retired from service and 
replaced either with comparable facilities 
or with other facilities to render an equiva- 
lent function. 


It is the firm conviction of Mr. Hos- 
sack that a constructive and factual ap- 
proach to this problem can do much to 
mold acceptance by the public and by 
regulatory bodies of the need to recog- 
nize as a cost of service depreciation on 
present replacement costs. 


J. ALLEN, vice president, Con- 
e necticut Light & Power Company, 
Waterbury, Connecticut, presented a 
down-to-typewriter discussion on “Tell- 
ing Our Story to Employees.” His words 
were simple and sentences short. He ex- 
plained his ideas on preparing periodicals 
for employees, including company maga- 
zines, information booklets, news serv- 
ice, bulletin board notices, and letters of 
instruction. 
His address is filled with gems. Here 
are a few: 


. . » The key question, of course, is “What 
makes for high readership?” And the hard 
truth, gentlemen, is that readership comes 
when Joe (Gaspipe) has a fair chance of 
reading about himself, his friends, and what 
they’ve been doing and talking about. 

You can call this trivia, gossip, or anything 
you will. But you must exploit it if you 
want your fellow workers, from vice presi- 
dents to janitors, to read what you put out 
for them as their paper. “Names make news” 
is as good a precept for house organs as 
for journalism, and no one who strives for 
a lively, popular employee magazine can 
afford to forget it. 

Nobody is going to refuse to read about 
himself and his friends. So, when you do 
a good job of reporting the doings of the 
various groups in your company, you gain 
at once the powerful support of such deep- 
rooted human drives as egotism, vanity, and 
simple friendliness. It follows that personal 
“name” items can do more anything 
else to insure readership for your magazine. 
Perhaps this is regrettable; perhaps em- 
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ployees should be greatly interested, for 
instance, in learning more about the Supreme 
Court’s Hope Natural Gas decision; and 
perhaps in the brave new world, logic and 
sweetness and light may have more to do 
with man and his interests than they do 
today; but in our world of 1948, as Jimmy 
Durante says, “them is the conditions which 
prevail,” and we're either kidding ourselves 
or the boss when we refuse to recognize it. 

I don’t want to give you the impression 
that I think all serious articles written for 
employees are a waste of print and space. 
On the contrary, they have a definite, valu- 
able place, but what I can’t emphasize enough 
is that they'll never have the readers, and 
thus the effectiveness, they should have un- 
less the publication in which they appear is 
also plentifully supplied with personals, pic- 


tures, or other material which command 


immediate employee interest. 

The stress should be on putting out a lively, 
popular employee’s magazine or newspaper 
that employees naturally turn to, rather than 
one which aims only to inform and “educate” 
them. The education in the very real and 
changing problems that the management of 
any company faces, and which it is abun- 
dantly right and necessary to tell employees 
about, should come as sort of by-product 
of the house organ, but should not be its 
chief stock-in-trade. 


With high readership, Mr Allen as- 
serted, one has a solid ground on which 
can be built a continuing, long-range 
program. Without it even the best plans 
and materials must be, at least partly, 
built on thin air, he added. 


V. Cousins, director of person- 
e nel, United Gas Pipe Line Com- 
pany, Shreveport, Louisiana, emphasized 
a firm belief that “in the end our em- 
ployee relations will be the sum of our 
relations with individual employees.” 
Hence, his discussion dealt with the in- 
dividual employee rather than the mass 
of employees. In the address, entitled 
“Continuing Problems in Employee Re- 
lations,” Mr. Cousins made four points 
which are summarized as follows: 

First. Employees want to increase their 
income. Why not then encourage the trend 
of thought towards doing a better and bigger 
job in order to secure a greater return for 
our efforts? Let’s get away from the nega- 
tive idea of getting more and more for doing 
the same job. 

Second. Employees who work for you 
through the years have through that service 
become a part of your corporate entity. They 
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want, expect, and deserve for that relation- 
ship to be recognized to an increasing extent 
with increasing service. The company invests 
its money, the employee his life. Let’s recog- 
nize this fact and by assisting the employee 
to secure the greatest return from his efforts 
make it the cornerstone of our employee 
relations. 

Third. Employees do not understand or 
appreciate the economics of their company’s 
operations, This is a continuing problem in 
employee education, I think it is primarily 
an everyday, day-to-day problem of living 
closer to the employee; a problem of com- 
municating enough of his company’s prob- 
lems to the employee so that he may have a 
basis for real understanding. 

Fourth. The supervisor not only represents 
the company to the employee; for most pur- 
poses, so far as the individual employee is 
concerned, his supervisor is the company, If 
the supervisor gives the employee a square 
deal, is honest and sincere with him, the 
company is a good company, Through train- 
ing and through that best of all training 
procedure, through our own personal ex- 
ample, let’s encourage the supervisor toward 
better supervision of his employees. 


OHN A, ROBERTSHAW, president of the 
Gas Appliance Manufacturers As- 
sociation, presented an optimistic view 


for the future in an address entitled 
“Clearing Skies.” The close codperation 
of his association (GAMA) with the 
American Gas Association was pointed 
out as an important factor in the ad- 
vancement of the gas industry as a whole. 
GAMA members are serving on 74 com- 
mittees of AGA. Also, that the period 
of controversy with labor appears to be 
passing in some degree was mentioned as 


a favorable factor. 


Mr. Robertshaw, who is also president 


of the Robertshaw-Fulton Controls Com- 


pany, asserted that the return of the old 
American spirit of pioneering also is 
manifesting itself in the form of new 
products and the development of new 
uses for old ones. Details were given 
regarding the promotional and advertis- 
ing efforts for gas incinerators, water 
heaters, automatic ranges. Primary limit- 
ing factors now preventing gas appliance 
and equipment manufacturers from 
striking the full balance between supply 
and demand are shortages of steel and 
cast iron, he said. 

Lawrence A. Appley, president, Amer- 
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ican Management Association, addressed 
the convention on the subject of “The 
Next Step in Industrial Relations.” He 
stressed in particular the value of com- 
piling a detailed personnel inventory, and 
outlined a general procedure. ‘““When a 
management, from the top to first line 


supervision, puts in the same amount of 
time, effort, and skill into the inventory 
of personal qualifications as it does into 
the proper evaluation of its physical re- 
sources, the result is nothing short of 


astounding,” he declared. 
—G,. M. W. 





Transit Problems 


ETIRING President Harry Reid of the 
American Transit Association 
struck the keynote thought of the indus- 
try in his welcoming address at the an- 
nual convention held in Atlantic City late 
in September. The industry simply must 
have higher revenues, he said. 

Mr. Reid, who is also president of the 
Indianapolis Railways, emphasized an 
equally important problem facing the en- 
tire industry. This was the necessity for 
preparing for “any national emergency 
that may occur so that our industry can 
be better supplied with the ‘tools’ of man 
power, vehicles, and materials with which 
to do its vitally important home-front 
job.” 

Certain “fringe” methods of securing 

additional revenues without losing the 
basic income from short-haul riders 
were suggested by Mr. Reid. These in- 
cluded charges for transfers, zone fare 
systems, and development of express 
services in combination with local serv- 
ice. 
As an example, he stated that a small 
charge for transfers, such as two cents, 
would mean an increased revenue of 
$500,000 annually to his company. 

Alfred J. Lundberg, former president 
of the Key System, Oakland, California, 
transit company, pointed out that the 
transit industry had not during the last 
quarter of a century made sufficient profit 
on the average to attract equity capital. 
Pursuing this point further, Mr, Lund- 
berg said: 

In the long run, we shall surely die on the 
vine as a private ae unless the net 
earnings situation can be brought into line 


with what investors are reasonably entitled 
to in return for the use of their savings. 
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M* LUNDBERG presented two con- 
crete suggestions—one to man- 
agement and one to regulatory bodies. 
First, management should not shrink 
from the unpleasant task of getting fares 
up. 
A 10-cent straight fare is not the 
top for urban fares any more than the 
5-cent fare was. In these days of 50 
cents to $1 parking charges, and 50 to 
75 cents for cocktails, the price of a 
transit ride should be whatever it costs, 
including a generous return on the 
capital required, he asserted. 

The second suggestion, to regulatory 
bodies, was as follows: 

In the public interest, do everything in 
your power to bring about the necessary 
transit price adjustments promptly. For you, 
too, every upward adjustment makes every 
other necessary upward adjustment that 
much easier. Grant interim rates promptly; 
let extended investigations and valuations 
wait until the results of the interim rates 
can be measured. 


Mr. Lundberg stated that if more 
transit and fewer automobiles were used 
in the city, the industry could save urban 
communities millions of dollars other- 
wise to be expended for street widening, 
new arterial streets, freeways, parking 
facilities ; also, countless deaths, injuries, 
and damage to property could be avoid- 
ed. 


| hye Rooks, general counsel for Chi- 
cago Motor Coach Company, Chi- 
cago, proposed and advocated a set of 
rules and standards to guide and control 
arbitrators’ decisions in public utility la- 
bor disputes. It was made clear that such 
rules should be enforceable—not merely 
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codes of ethics or conduct. As examples 
of such rules, Mr. Rooks suggested five. 
They are given below in condensed form: 


1. No arbitrator shall-have power, 
unless changed facts, circumstances, 
and conditions justify it, to redecide a 
question between the same contestants 
which has previously been submitted 
to and decided by a previous arbitra- 
tor. 

2. All efforts, direct or indirect, to 
influence the arbitrator’s decision by 
efforts outside the official record 
should be prohibited. 

3. Written awards should be pro- 
vided for, and each separate issue 
should be treated in separate findings 
by the arbitrator. 

4. Standards should be set by which 
the arbitrator reaches his decision in 
establishing new wage rates. 

5. Ability to pay should be con- 
sidered. For example, it might be re- 
quired that an agreed wage increase 
would be conditioned on an increase in 
the company’s rates of fare before the 


wage increase becomes effective. 


Mr. Rooks would make the established 
rules binding upon the arbitrator and the 
disputing parties. He would bring this 
about by providing the right of speedy 
and efficient review of arbitration 
awards. Such review could be provided 
in labor courts specially created for the 
purpose or in our existing courts of law, 
Mr. Rooks said. 

Concluding suggestions for making the 
idea practical were presented in the ad- 
dress. They are summarized here as fol- 
lows: 

(1) _Responsible representatives of 
management and labor could set up the 
code of rules, and then the transit indus- 
try should request the American Arbitra- 
tion Association and the National Acad- 
emy of Arbitrators to bind their mem- 
bers to respect the code; (2) regulatory 
commissions should require utilities sub- 
ject to their jurisdiction to refuse arbi- 
tration unless the designated arbitrator 
has been pledged to observe these general 
rules after adoption; (3) where wages 
are increased through a procedure in 
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which the commission has had a part, 


.even though indirect, the commission is 


to some degree committed to rate relief 
where that proves necessary. 


ONALD C. Hype, general manager of 

the Cleveland Transit Company, 
discussed in detail the benefits and prob- 
lems involved in gradually changing 
from a flat city-wide fare toward either 
a “zone” fare or the express-limited-local 
kind of fare in order to obtain greatest 
net revenue. 

Guy A, Richardson, member of the 
Chicago Transit Board, suggested that in 
the event of war the industry should 
continue under private operation accom- 
panied by temporary government regula- 
tion. He pleaded for a minimum of in- 
terference on the part of government 
with the exercise of a company’s man- 
agerial functions. 

E. D. Merrill, president of the Capital 
Transit Company, Washington, D. C., 
told the convention that he believed 
stabilization of wages throughout the 
nation in the event of another national 
emergency could to a large extent be 
achieved. Such a policy was advocated 
and numerous suggestions for carrying 
it out were recommended. 

Scores of other addresses and reports 
were presented to the convention from 
authorities in the nine divisions of the 
association which range alphabetically 
from the accounting division to the way 
and structures division. Several speak- 
ers of note, not directly engaged in the 
transit industry, gave their views on 
questions affecting the industry. 

Dr. Edwin G. Nourse, chairman, 
Council of Economic Advisers, Wash- 
ington, D. C., talked on the subject of 
“National and International Trends and 
Their Impact on Our Domestic Econ- 
omy.” He presented a relatively opti- 
mistic forecast for both the immediate 
and the long-term business outlook, cit- 
ing many encouraging factors. 

H. V. Erben, vice president and gen- 
eral manager, apparatus department, 
General Electric Company, related his 
company’s activities in “Management’s 
Responsibility to Employees.” 
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Events 


In General 


Split on Steel Allocations 


HE Commerce Department split 

with the Interior Department re- 
cently over the latter’s charge that the 
steel industry is making “frivolous use” 
of steel supplies. 

The Commerce Department also re- 
fused to support an Interior accusation 
that the steel producers have deserted 
the government-sponsored voluntary al- 
locations program for channeling steel 


and other strategic material into only the 
most essential uses. 

The charges were made by Acting In- 
terior Secretary C. Girard Davidson in a 
letter to twenty-seven leading steel ex- 
ecutives. Davidson warned that the na- 
tion faces another oil and natural gas 
shortage this winter “possibly in far 
worse degree” than last year, unless the 
steel industry increases its allotments to 
the manufacturers of oil pipe and other 
petroleum equipment. 


Arizona 


More Natural Gas Assured 


P erates + between the Central Ari- 
zona Light & Power Company and 
the E] Paso Natural Gas Company has 
been amended to provide for a maximum 
daily delivery of 6,000,000 cubic feet of 
gas to the Phoenix firm, Henry B. Sar- 
gent, president of the Phoenix utility, 
announced recently. 

The increase from the previous de- 
livery maximum of 36,000,000 cubic feet 
was necessary, Sargent said, to insure 


the Central Arizona utility an adequate 
marginal supply of gas. The previous 
delivery guaranty was considered insuf- 
ficient because of the daily peak last year 
hit 33,000,000 cubic feet. 

The new maximum is expected to be 
sufficient for the Phoenix firm for the 
next five to ten years. The new contract 
does not affect the price agreement, Sar- 
gent said. The company will continue to 
pay 18 cents per cubic foot for gas put 
to industrial use and 22 cents for gas 
used domestically. 


Delaware 


Cost Adjustment Increase 
Allowed 


A* production cost adjustment add- 
ing 2 cents per thousand cubic feet 
to the bills of Delaware Power & Light 
Company customers during November, 
December, and January, was approved 
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on October Ist by the Wilmington Pub- 
lic Utility Commission. 

This was the fourth time since the 
commission agreed to a rate increase and 
use of the production cost adjustment 
clause last fall that the cost has mounted. 
For last February, March, and April it 
was one cent. For May, June, and July 
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the total increase became 8 cents, and for 
September and October it was 11 cents. 

A company statement, issued after the 
meeting, said that “Current monthly gas 
bills of the average residential customer 
in the Wilmington area will be increased 


approximately 5 cents . . . as a result 
chiefly of the increased cost of the oil and 
coal used in making gas. During this 
period the adjustment to be made will be 
applied to all gas used in excess of 500 
cubic feet per month...” 


Florida 


Gas Rate Reduction Ordered 


.. HE city commission on October 14th 
ordered the Jacksonville Gas Cor- 
poration to place reduced rate schedules 
in effect on January Ist. 

Utilities Commissioner George A. 
Pierce made the motion that the new 
rates, approximately 10 per cent lower 
than present ones, be ordered. The vote 
by the board was unanimous. 

It is estimated that the new schedule 
will mean an annual savings to gas con- 
sumers of more than $150,000, accord- 
ing to a report submitted the commission 


by a special committee composed of J. 
B. Clark, rate engineer; J. E. Pace, city 
auditor ; and W. M. Madison, city attor- 
ney, who have been working with two 
gas experts from the Federal Power 


’ Commission. 


The new rate schedules were author- 
ized in the form of a resolution, intro- 
duced by Pierce, which provides for the 
official publication of the resolution and 
sixty days formal notice to the Jackson- 
ville Gas Corporation, in accordance 
with the law governing the authority of 
the city commission as a regulatory 
body. 


Illinois 


Utilities Told Not to Cut Gas 


HE state commerce commission on 
October 8th ordered four Illinois 
utilities to ignore directives to cut nat- 
ural gas supplies to interruptible con- 
sumers by 50 per cent. The action re- 
affirmed the stand taken by the commis- 
sion several weeks ago when it issued a 
temporary order to Illinois Power Com- 
pany to ignore directives to cut supplies 
50 per cent. 
In issuing the order, the commission 
risked a showdown court battle with the 
Federal Power Commission over control 


of natural gas supplies passing through 
the state. 

“The Illinois Commerce Commission 
is not desirous of being in conflict with 
the Federal Power Commission, but it 
does strongly feel that natural gas users 
in Illinois have a right to expect their 
commission to stand between them and 
directives that appear arbitrary and un- 
reasonable,” Chairman Biggs said. 

The state commission was notified 
early last month that Panhandle Eastern 
Pipe Line Company had ordered new 
curtailments of natural gas deliveries to 
industrial users on interruptible, 


lowa 


Moscow Dam Upheld 


, Bee Federal Power Commission last 
month refused to reconsider its ac- 
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tion authorizing the First Iowa Hydro- 
Electric Codéperative to construct a 
power plant near Moscow. 

The commission granted the codpera- 
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tive a license for the project on Septem- 
ber 8th. The state of lowa and land- 
owners in the area involved later asked 
the commission to stay its order and 
grant a rehearing. 

Iowa Attorney General Robert L. Lar- 
son told the commission the project 
would be detrimental to the state. Iowa 
has contended the project has inadequate 
financial arrangements, that other plants 


now in operation or planned are ample, 
and that construction of the projected 
dam on the Cedar river would interfere 
with navigation downstream, 

The commission, in its recent order, 
said all the issues raised by the state and 
landowners had been considered by it 
before issuing the license. Chairman 
Smith dissented from the commission’s 
order denying a rehearing. 


Kentucky 


City Objects to Court Order 


oo state public service commission, 
not the courts, has the exclusive 
right to regulate the rates and services of 
utilities, the city of Lexington asserted 
recently. 

The claim was made in a brief filed in 
Franklin Circuit Court by the city in the 
$215,000-a-year rate case involving the 
Lexington Telephone Company. 

The commission denied the company 


the increase, but the firm obtained a re- 
straining order from the court prevent- 
ing the commission from putting its re- 
fusal order into effect. An appeal from 
the commission’s decision was before 
Circuit Judge W. B. Ardery. 
Commission orders can be taken into 
court only when the commission has been 
abusive, the city’s brief said. It stated 
the commission’s order denying the rate 
increase was clear and substantial. 


Louisiana 


Asks Attorney General’s Help 


yy legislative committee investigat- 
ing Louisiana’s butane gas indus- 
try voted recently to ask the help of 
United States Attorney General Tom 
Clark and the state’s congressional 
delegation. 

The resolution, adopted unanimously, 
directed that a letter asking their assist- 
ance and signed by all six committee- 
men, be written immediately. It original- 
ly called for sending a copy to Director 
J. Edgar Hoover of the Federal Bureau 
of Investigation, but this was with- 


drawn “lest it imply some sort of criminal 
angle.” 

The resolution was offered by Chair- 
man Brooks Oliver, state senator from 
Bastrop. “We don’t want to persecute 
anybody and we don’t want to hurt any- 
body,” Oliver said, “but there’s some- 
thing wrong somewhere and we have to 
find out what it is.” 

Members said they wanted first to 
compile records and then call a hearing 
to take testimony from dealers and 
former dealers who were “forced out of 
business or who just up and quit.” 


Massachusetts 


Governor Announces Reduction 
to Bradford recently an- 


nounced residential consumers in 
~ 


690 


NOV. 4, 1948 


Boston and in several other sections of 
the commonwealth could look forward 
to a cut of about $2 a year in their elec- 
tric light bill. 
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Reductions in electric rates amounting 
to $1,389,000 a year and affecting nearly 
500,000 Massachusetts families, the gov- 
ernor said, have been arranged as a re- 
sult of conferences between the state 
public utilities commission and repre- 
sentatives of the Boston Edison Com- 
pany and the New England Electric 
System. 

Although the revised rates will affect 
some large industrial and commercial 
users, the governor quoted Edward N. 
Gadsby, chairman of the state commis- 
sion, as saying that particular attention 
had been given residential rates because 
the householder, now feeling the effects 
of the high prices of all other necessities, 
was desperately in need of relief in his 
monthly bills. 


Revenue-raising Proposals 
Include Utilities 


| geen affecting utilities were 
among a number of suggestions to 
raise additional municipal revenue ap- 
proved by Mayor Curley of Boston at a 
special meeting of city department heads 
called October 15th to plan measures for 
submission to the 1949 state legislature. 

Peter J. Allen, chairman of the board 
of assessors, suggested requiring public 
utilities to pay 4 per cent of the gross 
revenue derived from the sale of elec- 
tricity in Boston. 

Mayor Curley proposed an annual fee 
of $100 to be assessed on all trucks and 
busses, except those of the MTA, using 
Boston streets. 


M ichigan 


Proposed Bus Franchise 
Approved 


HE city council last month unani- 

mously approved a proposed new 
bus franchise authorizing its submission 
to a vote of Lansing residents at the 
November 2nd general election. 

The new franchise incorporates an in- 
crease in fares from the current 5-cent 
fare to two tokens for 15 cents with free 
transfer. It also provides for a $2 


* 


monthly pass, good for unlimited riding, 
for schoolchildren on school days. A 
10-cent cash fare would be charged 
those riders not purchasing tokens. 

Inter-City Coach Lines Company, op- 
erators of Lansing’s bus transportation 
system, is seeking the increase in fare, 
based on its need for additional income 
to cover losses now being experienced 
in the local transportation system, and 
to provide adequate service to the city 
in future years. 


Missouri 


Proposed Lower Gas Charges 
Filed 


PROPOSED schedule of gas rates, 
which would save domestic and 
commercial users in St. Louis and St. 
Louis county $1,060,270 a year, was 
filed recently by Laclede Gas Light 
Company with the state public service 
commission in Jefferson City. 
The company filed its tentative sched- 
ule of rate reductions with the commis- 
sion September 23rd, indicating the sav- 
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ings to St. Louis customers would be 
about $728,520 a year, or 7 per cent, 
and to — consumers about $331,720 
a year, or 7.8 per cent. Robert W. Otto, 
Laclede president, said the detailed 
schedules filed recently made no changes 
in those figures. 

Otto said the proposed new schedules 
were intended to equalize rates between 
city and county customers. On bills aver- 
aging under $5.25 a month, there would 
be a reduction in the city but none in 
the county. On bills averaging more 
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than $5.25 a month, there would be a 
reduction in the county but not in the 
city. 


FPC to Regulate REA 
Borrowers 


HE Federal Power Commission 

has decided that two Missouri REA 
units are subject to its regulation, it was 
announced recently. 

Affected are the Sho-Me Power Cor- 
poration and Citizens Electric Corpora- 
tion at Ste. Genevieve. Under FPC con- 
trol, the co-ops’ accounting practice will 
be subject to FPC supervision and it 
will be necessary for them to obtain the 
commission’s approval of REA loans. 

Sho-Me and Citizens Electric, for- 
merly organized as cooperatives, recent- 
ly have been reorganized under general 
business statutes following a Supreme 
Court ruling that Sho-Me was not able 
to operate legally under its codperative 
charter. 


Mediation Board Ruling 
Favors Union 


‘i state board of mediation ruled 
on October 15th in favor of the 
United Mine Workers Union in a dispute 
with the Gas Service Company of Inde- 
pendence. The dispute involved a tech- 
nicality in the King-Thompson law 
affecting utilities. 

The law provides that when a union 
wishes to negotiate a new contract it must 
inform the company and the state board 
sixty days before expiration of the cur- 
rent contract. If no such notification is 
made the current contract remains in ef- 
fect for another year. 

A 2-hour hearing involved chiefly the 
introduction of voluminous correspond- 
ence between the company, the union, 
and the board. The law says that if the 
union informs the company of its desire 
for a new contract the specific changes 
requested must be set out in the notifi- 
cation letter. 


Nebraska 


Air Control Law Challenged 


HE attorney general of Nebraska, 
through his assistant, Bert O. Over- 
cash, has filed a complaint in the Ne- 
braska Supreme Court challenging the 
validity of an act of the 1945 legislature 
which sets up a state Aeronautics Com- 
mission. 
The gist of the complaint is that the 
statute, which gives the new state com- 


mission certain legislative control over 
air carriers in Nebraska, violates a 1906 
amendment to the state Constitution plac- 
ing regulatory authority over common 
carriers in the Nebraska State Railway 
Commission. 

The complaint asked the court to nul- 
lify the law on grounds that the legisla- 
ture has no power to divest the state 
railway commission of its constitutional 
jurisdiction. 


> 
New Jersey 


Governor to Press Power 
Probe 


Bye Driscoll intends to have 
a continuing investigation of the 
ability of New Jersey utility companies 
to supply the areas they serve with elec- 
tricity, and D. Lane Powers, a member 
of the state public utilities commission, 
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said that also was the commission’s 
intention. The governor’s statement fol- 
lowed charges of Clarence A. Hill, chair- 
man of the Millburn Township Commit- 
tee, that the recently released report of 
six utilities and the state commission on 
last winter’s shut-offs in the areas served 
by the Jersey Central Power & Light 
Company was a whitewash. 
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Tennessee 


Transit Firm Asks Increase 


Cz officials were formally asked re- 

cently to approve a 10-cent bus and 
coach fare in place of the 27-year-old 
7-cent fare. The Memphis Street Rail- 
way petition, anticipated for two months, 
was presented at the mayor’s office. 


* 


Roane Waring, president and general 
counsel of the street railway, said the 
company is “faced with the necessity of 
getting more revenue, or drastically cur- 
tailing the essential services that the city 
needs.” For several months, Mr. War- 
ing said, the company’s costs have far 
exceeded its revenues. 


Texas 


Ruling Favors City 


TS state supreme court last month 
wrote what may be the last chapter 
in the long litigation involving ownership 
of a steam generating power plant at 
New Braunfels. 

It refused to review lower court find- 
ings that denied the city of New Braun- 
fels its claim of ownership of the Comal 
power plant, to which the city of San 
Antonio now holds title. 

In the New Braunfels case, the court 
said it could find no reversible error in 
trial and appeals court rulings favorable 
to the city of San Antonio. New Braun- 
fels claimed San Antonio invaded its 
right to local self-government by buying 
the steam power plant. San Antonio 


bought it from a private utility in 1942, 
the plant was leased to the Guadalupe 
Blanco River Authority, and the GBRA 
assigned the lease to the Lower Colorado 
River Authority. 


Rate Hearing Delay Ordered 


i Federal Power Commission re- 
cently indefinitely postponed hear- 
ings on the proposal of the Brazos River 
Conservation District to raise its power 
rates to the Brazos River Transmission 
Electric Coéperative. 

Both the district and the co-op told the 
FPC they may reach an agreement and 
asked that the hearings be postponed. 

The FPC originally denied the dis- 
trict’s request for higher rates last June. 


® 
Washington 


Can’t Give to Community 
Chest 


EITHER Seattle City Light nor the 
Transit System may make contri- 
butions to the Community Chest, Cor- 
poration Counsel A. C. Van Soelen ruled 
recently in a legal opinion asked by 
Councilman M. B. Mitchell. 

William S. Street, Community Chest 
leader, had suggested to Mitchell that 
such contributions be considered. He 
pointed out that the Puget Sound Power 
& Light Company and the Metropolitan 
Building Company make such donations. 

Van Soelen said there are, in his opin- 
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ion, clearly stated constitutional barriers. 


Trial Upheld in PUD Case 


UPERIOR Judge B. B. Horrigan of 

Pasco has denied a motion filed by 

the Stevens County Public Utility Dis- 

trict for a new trial in a suit to condemn 

Washington Water Power Company 
property in the county. 

The PUD alleged misconduct by jury 
members and said the jury set the price 
of the power pro 200,000. } too high. The 
price set was $2,500 Judge Horri- 
gan said he could find no evidence of will- 
ful neglect or misconduct by the jury. 
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Cost Allocations and Expense Claims Settled 
On Appeal from Ordinance 


5 Ohio commission upheld com- 
plaints by the Cincinnati Gas & 
Electric Company against rate ordinances 
of the city of Cincinnati and substituted 
new rate schedules. One of the contro- 
versial questions was the method of allo- 
cating power pool property dedicated to 
service within the city. 

The company had used, as a basis of 
apportionment, the ratio of average day- 
time firm service demand and evening 
firm service demand within the city to 
the average of the system’s highest day- 
time firm service demand and _ highest 
evening firm service demand. The city 
used the ratios of demand within the city 
to the highest system demand. The city 
included the respective demands of all 
firm service requirements plus demands 
of temporary short-term contract whole- 
sale customers and demands of emer- 
gency loads. 

The company excluded demands of the 
Dayton Power & Light Company. This 
company had received service of such 
constancy, said the commission, as to 
distinguish the service from what could 
be designated as emergency service. 

Temporary service and emergency 
service loads included by the city in the 
determination of maximum demand were 
nonrecurring, and the company was not 
obligated to furnish that service in the 
event that its rendition would impair 
service to firm power customers. The 
commission concluded : 


After careful consideration of the evidence 
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submitted in the case, the commission is of 
the opinion that the ratio of the firm service 
demand of the users of service within the 
city of Cincinnati to the maximum firm serv- 
ice demand of the system is the most 
equitable basis for allocation of the power 
pool facilities, and that the load of Dayton 
Power & Light Company should be treated 
as firm service in the determination of the 
system’s maximum firm service demands for 
the respective periods considered herein. As 
regards the temporary and emergency loads 
it appears that an equitable treatment of 
these would require that the revenues from 
such service should be proportionately allo- 
cated to the benefit of all. users of firm 
service. 


Dues and donations were allowed as an 
expense, with the statement that they 
were not of sufficient magnitude to ap- 
preciably affect the result. Directors’ 
fees paid and the expense of stock and 
bond transfers were allowed, over the 
objection of the city. 

Advertising and special service ex- 
penditures related to rate negotiations 
and presentation of the case before the 
commission were included. Expenses 
relating to negotiations with another city 
were, however, excluded. Inclusion or 
exclusion of regulatory commission ex- 
penses, it was said, was contingent upon 
the conclusions arrived at as to justifica- 
tion for the appeal. 

The ultimate object of regulation, said 
the commission, is to provide service at 
a price which is reasonable in the light 
of all the relevant facts and a compensa- 
tion that is just when related to the value 
of the property employed, risks of loss 
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involved, quality of management, and 
inducement to continue improvement. 

If a company is to preserve credit, at- 
tract capital, and render high quality 
service, the commission continued, it 
must earn enough to accumulate some 


surplus over and above the amount re- 
quired to pay interest and dividend re- 
quirements on securities. The commis- 
sion approved a return of 6 per cent. 
Cincinnati Gas & Electric Co. v. City of 
Cincinnati (Nos, 12,694, 13,277). 


7 


Transit Rate Increase Not Barred by Contract 


T2 Kentucky commission author- 
ized the inauguration of a 74-cent 
token and a 10-cent cash fare for trolleys, 
busses, and streetcars in intrastate opera- 
tion. The company is engaged in the busi- 
ness of transporting passengers for hire 
both intrastate and interstate. The busi- 
ness is a unified and combined operation. 
It had been charging a 5-cent cash fare 
for the intrastate operations and a 7}- 
cent token and a 10-cent cash fare for its 
interstate operations. 

Two of the cities involved contended 
that the commission was without author- 
ity to change the fares then in effect for 
the reason that in the years 1867 and 
1869 the company and its predecessors 
had obtained from them a perpetual 
franchise to operate. The principal con- 
sideration was that the company would 
never charge a fare in excess of 5 cents. 
This contention was rejected by the com- 
mission. It said: 


The commission is of the opinion that the 
power and authority to regulate the rates to 
be charged the public by a utility is a police 
power exclusively vested in the state. This 
power may, by the legislature, be delegated. 
Conceding that the said cities did have, in the 
years 1867 and 1869, the necessary authority 
to make contracts for the rates to be charged 
by the company, such authority was with- 
drawn and delegated to the public service 
commission and the division of motor trans- 
portation, agencies of the state, as of the date 
these agencies were created by the ae. 
Southern Bell Teleph. & Teleg. Co. v. Louis- 
ville (1936) 265 Ky 286, 16 PUR NS 500, 
96 SW2d 695. 


The commission did not believe that 
the proposed rates, when applied to intra- 
state operations, would yield excessive 
revenues from the trolley coaches and _~ 
streetcars, which revenues amounted to 
approximately 57 per cent of the com- 
pany’s combined revenues. Re Cincin- 
nati, Newport & Covington R. Co. (Case 
No. 1639). 


e 


Court Upholds Orders Fixing Rates for 
Natural Gas Transportation 


HE United States Circuit Court of 

Appeals for the Eighth Circuit af- 
firmed the orders of the Federal Power 
Commission, reported in 64 PUR NS 11 
and 68 PUR NS 52, prescribing rates 
for common carrier transportation of 
natural gas in interstate commerce. 

The orders, according to the carrier, 
Montana-Dakota Utilities Company, 
were void because the Federal Power 
Commission was without jurisdiction and 
because the rates were inadequate and 
confiscatory. The court rejected both 
of these claims, 


The company, it was held, is a statu- 
tory common carrier and not merely a 
public utility company transporting 
natural gas to supply its own customers. 
The company had constructed a pipe line 
partly upon rights of way across govern- 
ment-owned lands, under permits granted 
by the Secretary of the Interior under 
the provisions of the Leasing Act of 1920. 
The court said: 


It is too clear for argument that the 
petitioner, having applied for and accepted 
a permit to do so and having constructed 
its pipe line over the public lands, became 
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and is a statutory common carrier of natural 
gas and that its rates and schedules are sub- 
ject to the jurisdiction of the Federal Power 
Commission under the Natural Gas Act. 


Some controversy arose over the power 
of the commission to regulate rates be- 
cause of an attempt by the company to 
withdraw its filed rate schedules from 
the commission files. The company had 
written to the commission asking that 
its filed schedules be withdrawn. The 
secretary replied that the schedules had 
been removed from the active files. Later 
the company was advised that the sched- 
ules were being reinserted in the com- 
mission’s active rate schedule files. The 
court pointed out that the company had 
not canceled its rates according to the 
methods prescribed. 


Overruling objections to regulation of 
lines not crossing public lands, the court 
said that there was no feasible method 
of eliminating rate discrimination with- 
out including the entire system. The 
duties of the company as a common car- 
rier and the regulatory power of the 
commission, said the court, do not end at 
the boundaries of the public lands 
traversed by the pipe lines but apply alike 
to the entire interstate transportation of 
natural gas. 

Various objections to commission 
conclusions arising out of conflicting 
evidence were overruled, as well as objec- 
tions to provisions in the rate orders re- 
lating to firm deliveries and demand. 
Montana-Dakota Utilities Co. v. Federal 
Power Commission et al. 


e 


State Commission Acts on Threatened 
Curtailment of Interstate Gas 


HE Illinois commission, although 

disclaiming any power to regulate 
interstate rates of the Panhandle Eastern 
Pipe Line Company, which is under the 
jurisdiction of the Federal Power Com- 
mission, decided that it was necessary 
to protect Illinois gas users. The Pan- 
handle Company had notified local com- 
panies to curtail service. 

The question, said the commission, was 
wholly one of proper interpretation of a 
rate schedule of Panhandle Eastern, The 
question had been brought before the 
Federal Power Commission and argued, 
and the Federal commission had made a 
finding as to the effect of the schedules 
authorizing curtailment. But, in the 
words of the Illinois commission, 

This finding was not followed by any order 
authorizing or directing Panhandle, or any- 
one else, to do anything with reference to 
the finding. There was, however, dicta to 
the effect that the Federal Power Commis- 
sion expected Panhandle to proceed in ac- 
cordance with interpretation thus made. 


The practical effect, it said, was to deny 
the Illinois commission, or anyone else 
adversely affected by the interpretation, 
an opportunity to seek a judicial review. 


The interstate pipe-line company fur- 
nishes service under firm rates and in- 
terruptible rates. Interruptible rates are 
those which, in the language of the 
schedule, are “subject to curtailment or 
interruption when such gas is needed to 
meet the requirements of customers re- 
ceiving service under classifications con- 
templating an uninterruptible supply of 
gas from the pipe-line system of the 
company.” 

Users of interruptible rates receive a 
different character of service than those 
under firm rates, but, nevertheless, they 
receive a reasonable kind‘and quality of 
service, said the commission, which then 
added: 


The addition of large capacities for gas 
storage has essentially changed this. At times 
when the users of interruptible gas, under 
long-existing concepts of interruptible rates, 
would be entitled to receive service, the gas 
can now be delivered to storage instead of 
being delivered to those users. 


The new proposal, it was said, would 
permit curtailment of interruptible serv- 
ice during summer months (or through 
spring and fall for that matter) in order 
to provide gas for storage. Such a situa- 
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tion was said to be serious and in fact 
might render the local retail rate wholly 
unreasonable, contrary to state law. 
The commission decided that until the 
question should be settled by a valid order 
of the Federal commission or by a court, 
curtailment of gas should be terminated 
except curtailments of interruptible or 


other gas which lawfully may be directed 
by the Panhandle Company for the pur- 
pose of protecting the service being fur- 
nished to firm customers for current use, 
as distinguished from use of gas for 
storage purposes. Re Furnishing of 
Natural Gas under Interruptible Rates 
and Contracts (No. 36722). 


e 
Telephone Company’s Use of Rusty Wire Scored 


Ts complaint of an American 
Legion Post and others against the 
rural telephone service being furnished 
by a privately owned company resulted 
in the issuance of an order by the Mis- 
souri commission directing that service 
be improved. 

The commission, in holding the owner 
of the company solely responsible for 
service deficiencies, pointed out that it is 
his and not his employees’ responsibility 
to see that satisfactory service is rendered 
the public. 

The owner’s contention that uncared 
for hedgerows along the roadside made 
maintenance of poles and wires impossi- 
ble was overruled by the commission. 
The owner, the commission noted, did 
not indicate that he had requested au- 
thority from the farmers to cut the brush 
and hedge or to construct new lines away 
from the highway in the farmers’ fields. 

An interesting comment was made by 
the owner on the subject of rusty wire: 

There isn’t a telephone company on the 
face of the earth that takes down and throws 


away wire because it gets rusty on the out- 
side. The wire is merely rusty on the outside, 


e 


and there is as much life left in it as any other 
wire ; it is just a question of it rusts too much 
and to such an extent that there is not 
enough left on the inside on the metal to 
carry the current. 


To which the commission replied : 


In the many years this commission has been 
hearing telephone utilities relative to the use 
of rusty wire, particularly wire that is so 
old and rusty that it is brittle, as the com- 
plainants state in this case, it has never heard 
testimony of this character; that is, it has 
never heard the engineering employees of any 
telephone company or the management of any 
telephone company state or indicate that a 
telephone wire carrying any rust at all can 
be used as successfully as new wire for the 
construction or reconstruction of telephone 
lines. It is known by those versed in the art 
of telephone work that when wire is so old 
that it is rusty and crystallized it has much 
less transmission qualities than new wire and 
the splicing of joints when made with rusty 
wire soon rusts again thereby bringing into 
the circuit high resistance joints that make 
the transmission of messages over such cir- 
cuits difficult and unsatisfactory. 


Cowgill American Legion Post No. 463 
v. Cowgill Teleph. Exchange (Case 
No. 11,179). 


Rate Concessions to Government Would 
Be Discriminatory 


BB Alabama commission dismissed 
a complaint by the United States 
of America against the Alabama Gas 
Company seeking lower rates for service 
to Army airfields. The company had been 
supplying this gas under its rate for large 
industrial service, except during a period 
when a temporary rate was in effect pend- 
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ing the possibility of installing stand-by 
facilities. 

The complaint, said the commission, 
appeared not to be against the rate for 
large industrial service but was directed 
to the use of the rate for application to 
the service to the airfields. The record 
showed indisputably that (1) the air- 
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field’s service was of a residential and 
commercial character, (2) the airfields 
had always been billed at the company’s 
large industrial service rate except as 
noted, and (3) the industrial rate had 
been and was materially lower for such 
government service than any other 
standard rate of the company. The 
commission then said: 

The commission is of the opinion that the 
record does not justify permitting the gov- 
ernment to receive natural gas service at a 
special rate lower than that available for 
similar service rendered by Alabama. To 
permit such lower rate for such service 
would constitute a discrimination in favor 
of the government, unless the lower rate were 
to be made available to other of Alabama’s 
customers who could benefit by same, in 
which event the resulting reduction in 
revenues would result in a burden on other 
classes of customers, 


Referring to the effect of rate changes 
which brought in questions of peak-day 
demand and interruptible gas, following 
an increase in the wholesale cost of gas 
to the company, the commission said: 


_ The fact that the government received an 
increase while certain other customers re- 
ceived decreases due to the change in the 
industrial rate, is not a reason for granting 
the government a special rate. Rate changes 
usually do not affect all customers alike, and 
in a number of instances in the past some 
customers have received reduced bills while 
others have been increased, due to a necessary 
rate change. : 


United States of America v. Alabama 
Gas Co, (Docket 11523). 


Moreover, in a case before the New 
Jersey board, proposed rates for gas were 
approved after the board had carefully 
considered the United States govern- 
ment’s contention that gas sold to Fort 
Monmouth should be priced at a lower 
level than that reflected in the proposed 
rates. 

The board found that the proposed rate 
level was not unreasonable when related 
to this customer’s characteristics of use 
and the cost of providing the service. 
Re Jersey Central Power & Light Co. 
(Docket No. 3789). 


e 


Wage Increases Force Increased Transit Fares 


A interim rate increase of one cent on 

passenger fares was allowed by the 
New York commission to privately 
owned transportation companies operat- 
ing in New York city. 

The city of New York had adopted a 
10-cent fare in place of the traditional 5- 
cent fare on city-owned subways, ele- 
vated, and surface cars. It had granted a 
wage increase to its transit employees. 

Employees of the privately owned 
transportation companies, who in most 
cases belonged to the same union as city 
transit workers, made similar demands 
and threatened strike. The companies 
then entered into a new wage contract 
providing for the same hourly increase, 
effective as of the date of the contract but 
not payable until a rate increase had been 
allowed. 

The commission pointed out that it has 
no jurisdiction over wages paid to em- 
ployees of bus companies and has no 


power to arbitrate or adjudicate in any 
labor dispute. The cost of labor to a util- 
ity, however, the commission commented, 
is a material factor to be considered in 
establishing utility rates. The commis- 
sion, after discussing the wages accumu- 
lating under the retroactive agreement, 
made this finding: 

We are faced in this case by a practical 
consideration that certain wage increases 
which were agreed to months ago have not 
actually been paid, Such a condition is de- 
structive of good labor relations and the 
trust which should exist between manage- 
ment and labor. Coupled with this fact we 
have the unquestioned need of the bus com- 
panies to have the money to pay such an in- 
crease. Therefore, this is particularly the type 
of case in which an interim increase should 
be granted as rapidly as possible to meet the 
situation which exists. 


A serious contention by the city that 
the power of the commission to fix rates 
was limited by the provisions of a fran- 
chise contract between the transportation 
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companies and the city was dismissed by 
the commission in these words: 


We think it follows from the decisions of 
the courts that the power of the public serv- 
ice commission to fix rates in the present 
case is absolute and is not subject to any pro- 


e 


visions in the companies’ franchises or to 
any agreements between the companies and 
the city. 


Re Jamaica Buses, Inc. et al. (Case 
13895-13901, 13905-13910). 


People’s Counsel May Not Appeal Rate Order 


6. Maryland Court of Appeals re- 
versed a lower court decision and 
dismissed a bill brought by people’s coun- 
sel against a commission rate order, The 
matter came to the highest state court on 
appeal by the commission from lower 
court orders overruling its demurrer to 
the people’s counsel’s attack on the 
ground that he had no standing to pros- 
ecute an appeal. 

The court pointed out that the peo- 
ple’s counsel, as any other attorney, is 
not a party to a suit in which he merely 
acts in a professional capacity in repre- 
senting a litigant. 

No statute was found which gave the 
people’s counsel special authority to pros- 
ecute an appeal even though he was 
required to appear before the Maryland 
Public Service Commission on behalf of 


& 


the public or in defense of the public 
interest. 

The court, in ruling that there was 
no reason why he should be given this 
power by implication, stated : 


The statute requires the commission to 
make an annual report to the governor and 
the legislature. This report must contain 
copies of all orders passed and issued by the 
commission and any information which it 
may deem of value to the legislature and the 
people of the state. Code 1939, Art 23, § 355. 
In addition, the governor is authorized to 
remove any commissioner for inefficiency, 
neglect of duty, or misconduct in office. Code 
1939, Art 23, § 347. Under this supervision 
by the executive and the members of the gen- 
eral assembly, the people of the state are af- 
forded a check upon the commission in the 
performance of its duties in protecting their 
interests. 


Bosley et al. v. Dorsey, 60 A2d 691. 


Gas-heating Customers Not Penalized for 
Late Entry in Field 


HE Wisconsin commission, in au- 

thorizing higher gas rates, allowed 
a return of 5 per cent rather than a re- 
turn of 6 per cent as requested by the 
company. The commission considered the 
necessity of selling the service in compe- 
tition with other services and fuels, The 
company, it was said, should not be 
priced out of the market. 

Parties ojecting to the rate increase 
urged that classes of service first served 
were entitled to priority in securing gas 
from the cheapest source of supply and 
that the latest class of service added 
should secure gas from the most expen- 
sive sources of supply. 

This philosophy formed the basis for 


699 


cost allocations proposed by the object- 
ing parties, The commission believed 
that this position was untenable, unwork- 
able, and unrealistic. It said: 


If carried to its logical conclusion 
customer classes would be benefited or penal- 
ized solely on the basis of the chronological 
order of their arrival as utility customers. 
Thus, in the early history of gas service, gas 
lighting customers would have benefited at 
the expense of the newly arrived cooking 
customers. Still later, industrial use would 
have been penalized for the benefit of cook- 
ing customers. The application of such a 
method of cost allocation, in each instance, 
would have so retarded the development of 
new uses of the service that growth and de- 
velopment of gas utility service would have 
been effectively restrained. ... 
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It is significant to point out that by allocat- 
ing purchased coke oven gas to uses other 
than space heating (principally residential 
use), the objectors have denied space-heat- 
ing customers any share in the only source 
of supply which has not increased greatly in 
costs in recent months. Under the method 
proposed by objectors, space-heating custom- 
ers would be required to meet most of the 
burden of the severe increases in costs of 
water gas and liquefied petroleum gas which 
have taken place within the last two years. It 
would be impossible to prescribe salable 
rates which fully cover the costs of space- 
heating service as allocated by the objectors. 
The objectors’ dedication of purchased coke 


oven gas to classes of service other than 

space heating is contrary to the facts and is 

not supported by the evidence. 

The company was also authorized to 
substitute therm rates under which the 
customer would be billed upon the basis 
of the heating value of the gas consumed. 
Existing rates were based upon the vol- 
umetric method, and the customer was 
billed for the number of cubic feet of gas 
consumption registered on the individual 
meter. Re Milwaukee Gas Light Co. 
(2-U-2440). 


2 


Other Important Rulings 


oe Wisconsin commission said that 
although there was reasonable doubt 
that business telephones had a greater 
value where business and residence tele- 
phone subscribers were served on heavily 


loaded rural lines, a single one-party rate 
for urban subscribers, irrespective of 
classification, was considered to be dis- 
criminatory. Re Clayton Rural Teleph. 
Co. (2-U-2772). 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Milwaukee Gas Light Company 


2-U-2745 
August 13, 1948 


| jgprwerrec 3 as on Commission motion, of alleged refusal of 
space-heating service by gas company to real estate develop- 
ment ; space-heating service ordered to be furnished. 


Service, § 146 — Curtailment during emergency — Gas for space heating. 
A gas company was required to furnish space-heating service to a real estate 
development where the application for service was made and construction 
of the premises to be heated was started prior to the deadline date established 
in the Commission order limiting gas for space-heating service, and where 
contracts for heating equipment to be installed upon the premises had been 


executed prior to that date. 


By the Commission: A complaint 
was filed with this Commission on 
May 4, 1948, stating that the Mil- 
waukee Gas Light Company had re- 
fused to furnish service for space- 
heating purposes to Estabrook Homes, 
4600 North Wilson drive, Milwaukee, 
comprising 200 dwelling units in the 
village of Shorewood, Milwaukee 
county. 

Notice of investigation and hearing 
and assessment of costs was issued 


on June 9, 1948. 


APPEARANCES: Estabrook Homes 
(Francis J. Schroedel, Inc.), by 
Whyte, Hirschboeck & Minahan, by 
Robert C. Minahan, Attorney, Mil- 
waukee; Milwaukee Gas Light Com- 
pany, by Miller, Mack & Fairchild, by 
Steven E. Keane, Attorney, Milwau- 
kee; American Legion, by Arthur 
Marcus, Greendale. 

John A. Brady, Engineering De- 
partment, of the Commission Staff. 


[5] 


By the Commission: Original 
briefs were filed both by the complain- 
ant and the Milwaukee Gas Light 
Company. Reply briefs were filed too 
late for acceptance and consideration 
in this proceeding. 

The Milwaukee Gas Light Com- 
pany refused service to Estabrook 
Homes because it believed that Esta- 
brook Homes did not qualify under 
the terms of the Commission’s order 
of January 20, 1947, 67 PUR NS 
126, 127, which limited gas space- 
heating service as follows: 

“Rule A of the Public Service Com- 


‘mission of Wisconsin’s order dated 


November 19, 1946, 66 PUR NS 117, 
is hereby withdrawn as it affects Mil- 
waukee Gas Light Company. No ap- 
plications for space-heating service of 
any nature shall be accepted by Mil- 
waukee Gas Light Company on and 
after January 21, 1947, except that 
space-heating service will be furnished 
to customers qualifying under the 
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rules provided in the Commission’s 
order of November 19, 1946, pro- 
vided construction of the premises to 
be heated has been started and con- 
tracts for heating equipment to be in- 
stalled in such premises had been 
executed prior to the above date. To 
be accepted, any application made pur- 
suant to the above must be filed with 
the company within thirty days of the 
above date.” 

The Commission is of the opinion 
that the application of Estabrook 
Homes meets the qualifications set out 
in that order. There is no dispute as 
to the filing of the original application 
for service, nor has the testimony of 
the complainant, that it was assured 
by the company that the restrictive 
orders of the Commission would not 
affect its application, been refuted. 
Arrangements had been made for the 


purchase of heating equipment prior 
to the deadline date and construction 
of at least the office building, which is 
considered to be a part of Estabrook 
Homes, had been commenced timely. 
The Commission finds : 
1, That the furnishing of gas space- 


heating service to Estabrook Homes 
is within the undertaking of service of 
Milwaukee Gas Light Company. 

2. That service to Estabrook 
Homes is not forbidden by the Com- 
mission’s order of January 20, 1947, 
supra, because (a) application for 
service was made prior to January 21, 
1947 ; (b) construction of the premises 
to be heated was started prior to 
January 21, 1947; and (c) contracts 
for heating equipment to be installed 
upon the premises had been executed 
prior to January 21, 1947. 

3. That Milwaukee Gas Light Com- 
pany has refused to furnish gas 
space-heating service to Estabrook 
Homes. 

4. That the rendition of reasonably 
adequate service to the public by the 
Milwaukee Gas Light Company with- 
in the terms of its undertaking requires 
that it furnish gas space-heating 
service to Estabrook Homes. 

The Commission therefore con- 
cludes : 

That an order should be entered re- 
quiring the furnishing of gas space- 
heating service to Estabrook Homes. 
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MICHIGAN PUBLIC SERVICE COMMISSION 


Re Detroit Edison Company 


D-1722 
July 7, 1948 


PPLICATION by electric utility for authority to decrease dis- 
1 \ counts for prompt payment of bills in order to obtain addi- 
tional revenue ; reduction of discounts authorized. 


Rates, § 143 — Rising costs of service. 
1. A public utility company faced with higher operating costs out of pro- 
portion to rising revenues since rates were approved by the Commission, 
and whose earnings are steadily declining because of rising costs, should be 
granted additional revenues, p. 70. 


Return, § 16 — Interests of stockholders. 
2. The Commission, in considering the revenue needs of a public utility, 
cannot overlook the stockholders whose investments have made the utility 


possible and who are entitled to realize a fair return on such investments, 
p. 71. 


Return, § 24 — Attraction of capital. 


3. The Commission, in considering the revenue needs of a public utility, 
cannot be insensible to the need of the utility for a sound credit rating so 
that it may be able to attract and obtain funds for a construction program, 
as well as for permanent financing necessary to a public utility, p. 71. 


Payment, § 53 — Discount — Revenue needs. 
4. A public utility company in need of additional revenues because of ris- 


ing costs was permitted to decrease to 4 per cent all discounts in excess of 
that rate formerly allowed for prompt payment of bills, p. 72. 


* 


By the Commission: On the 24th aforesaid petition, and gave due notice 


day of March, 1948, the Detroit Edi- 
son Company, a New York Corpora- 
tion, a public utility engaged in the 
business of supplying electric energy in 
this state, filed with this Commission 
a petition asking for an order author- 
izing it to decrease to 3 per cent all 
discounts in excess of that rate as pres- 
ently allowed for prompt payment of 
its bills for electric service. This Com- 
mission fixed the 24th day of May, 
1948, and the succeeding days of that 
week, as the time for the hearing of the 


thereof to each interested municipality, 
township, village, or locality, in ac- 
cordance with the rules of this Com- 
mission. 

The request of petitioner was based 
substantially upon the claim that peti- 
tioner is earning less than a fair rate 
upon all property used by it in the 
service of the public; that its operating 
expenses, particularly fuel costs and 
wages paid employees, have increased 
and are now increasing out of propor- 
tion to its gross revenues; and, that it 
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would be confiscatory to require the 
continuance of its electric service under 
present conditions at the rates pro- 
vided and established in its present 
schedules now on file with this Com- 
mission. The petition also alleged 
that petitioner had embarked upon a 
program of new construction, consist- 
ing of additions to its generating 
plants, its transmission and its distri- 
bution facilities, which will require the 
expenditure of $100,000,000 or more 
within a few years, a construction pro- 
gram made necessary in order to meet 
the postwar growth of load imposed 
upon its electric system and the large 
and ever-increasing demand for its 
electric service. The petition further 
alleged that the petitioner is entitled to 
earn a reasonable return upon its 
property, in order to maintain the good 
credit necessary to attract essential 
capital to provide funds for such new 
construction. 

Public hearings were held before 
this Commission from May 24 to May 
27, 1948, both inclusive. Appear- 
ances and interventions were made and 
entered by the cities of Detroit, High- 
land Park, Mount Clemens, Ferndale, 
Hamtramck, Hazel Park, and Royal 
Oak, all of Michigan, and the county 
of Wayne, Michigan. Appearance 
and intervention was also entered by 
and on behalf of a group of Detroit ice 
company customers. All of the afore- 
said intervenors participated in the 
proceedings before this Commission. 

The petitioner submitted proofs in 
support of its petition, both by testi- 
mony and by exhibits, all bearing upon 
the elements necessarily required to be 
submitted and proven in a public util- 
ity rate case. During the course of the 
hearing, the intervenors were granted 
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and extended full opportunity by this 
Commission to cross-examine peti- 
tioner’s witnesses and to submit testi- 
mony and evidence in their behalf, but 
other than propounding clarifying 
questions to petitioner’s witnesses, in- 
tervenors reserved the right to cross- 
examination and submission of proofs 
until a later date in these proceedings. 
At the conclusion of the presentation 
of proofs by petitioner, the intervenors 
and the staff of this Commission re- 
quested an adjournment for the pur- 
pose of examining and analyzing the 
testimony offered and exhibits ten- 
dered by petitioner, before commenc- 
ing the cross-examination of petition- 
er’s witnesses. The adjournment re- 
quest was granted, and the date for 
further hearing was left to be fixed by 
direction of the Commission. The 
staff of this Commission, at the con- 
clusion of the presentation of peti- 
tioner’s proofs, went forward with its 
investigation and analysis of the afore- 
said testimony and exhibits. 

From the showing made by peti- 
tioner before this Commission, it ap- 
pears that a reduction to 3 per cent of 
the discounts for prompt payment, as 
prayed for in its original petition, 
would increase the gross annual elec- 
tric revenues of petitioner by about 
$6,200,000, based upon its estimated 
1948 volume. The increase which 
would result from a reduction to 4 per 
cent of the discounts for prompt pay- 
ment would be at the rate of about $5,- 
000,000 per year, likewise based upon 
the estimate of 1948 volume. How- 
ever, petitioner has since filed an appli- 
cation to amend its original petition, 
giving as reason therefor, the large in- 
creases in costs which are now antici- 
pated by it and which it alleges are im- 





RE DETROIT EDISON CO. 


minent, in addition to those contem- 
plated by it at the time of the filing of 
its original petition. This proposed 
amended petition prays for the entry 
of an order authorizing petitioner to 
add a fuel adjustment clause to its 
residential and commercial electric rate 
schedules, which it estimates would in- 
crease its gross electric revenues, based 
on 1948 volume, by a total of about 
$5,100,000 a year. Leave to amend 
the petition has now been granted and 
the amended petition placed on file 
with this Commission, but a date for 
the hearing of the amended petition has 
not as yet been fixed by this Commis- 
sion. Thus, the total annual increase 
in gross electric revenues requested by 
petitioner to date presently amounts to 
about $11,300,000, based upon the es- 
timated 1948 volume. 


On June 17, 1948, the petitioner 


filed with this Commission a motion, 
praying that, pending further action 
and completion of the hearing upon its 
petition, an order be entered for a por- 
tion of the relief requested in the peti- 
tion, the same to be immediately ef- 
fective, authorizing it to decrease to 4 
per cent all discounts in excess of that 
rate allowed for prompt payment of its 
bills for electric service, and further 
praying that a hearing be set down for 
such motion, pursuant to the rules of 
this Commission. Accordingly, due 
notice of that motion was given to all 
of the parties of record to this pro- 
ceeding, and the said motion was heard 
on June 28, 1948. 

In support of the motion for inter- 
mediate partial relief, the petitioner 
has shown that, in addition to the in- 
creased expenses incurred and im- 
pending at the time of the original 
hearing, it is now faced with a general 


wage increase, following union de- 
mands therefor and to which petitioner 
has responded with a firm wage in- 
crease offer, which wage increases will 
raise its annual pay roll by an amount 
ranging from about $1,500,000 to $2,- 
500,000, depending upon the outcome 
of wage negotiations now actively 
pending and in progress. Petitioner 
further showed that general increases 
in wages made and anticipated for 
workers throughout the country will 
be reflected quickly in increased prices 
for materials, equipment and other 
things which petitioner is obliged to 
and does buy and use for its electric 
service, including an estimated annual 
increase in the cost of fuel of about 
$1,500,000, expected to result from 
the new and recent coal miners’ agree- 
ment made since the original hearing 
was had in this matter. 

Petitioner offered the testimony of 
Charles R. Landrigan, assistant comp- 
troller of the Detroit Edison Company, 
petitioner, together with certain ex- 
hibits, in support of its motion for in- 
terim relief. Certain intervenors, 
namely, county of Wayne, by Tilden 
M. Gallagher, special counsel; city of 
Detroit, by James H. Lee, assistant 
corporation counsel ; city of Ferndale, 
by Orph C. Holmes, city attorney ; and 
Detroit City Ice and Fuel Company, 
Borin Bros., Inc., Beaubien Ice and 
Coal Co., Consumers Public Service 
Company, and City Ice & Fuel Co., by 
Bland A. Pugh, their counsel, partici- 
pated in the hearing on the aforesaid 
motion. With the exception of the city 
of Ferndale, counsel for all intervenors 
cross-examined petitioner’s witness, 
Mr. Landrigan. Members of this 
Commission also made inquiry of wit- 
ness Landrigan in reference to his tes- 
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timony and exhibits. In addition, in- 
tervenor, city of Detroit, at the con- 
clusion of petitioner’s presentation, 
made oral argument and offered a re- 
buttal witness, Arnold H. Hirsch, to- 
gether with certain exhibits, all being 
in opposition to the motion of peti- 
tioner for interim relief. 

Also, counsel for petitioner argued 
in behalf of the entry of an order for 
interim relief and counsel for inter- 
venors, county of Wayne, city of Fern- 
dale, and the several Detroit ice com- 
panies argued in opposition thereto. 
Intervenors were again afforded the 
opportunity to present testimony or 
proof, at the hearing, but other than 
the city of Detroit, offered no testi- 
mony in opposition to petitioner’s mo- 
tion. All interested parties of record 
waived the filing of briefs and agreed 
to submit the matter of the motion for 
interim relief upon the record as made 
and upon the oral argument of coun- 
sel. 

[1] It appears from the files and rec- 
ords of this Commission that the elec- 
tric rate schedules of petitioner now in 
force, for residential and commercial 
service, were approved by this Com- 
mission on January 21, 1946, and the 
rate schedules for service of primary 
voltage were approved on October 24, 
1946. This Commission is satisfied, 
from its examination and considera- 
tion of the proofs as heretofore submit- 
ted in this case, and as appears from 
the files and records of this Commis- 
sion, that the operating expenses of pe- 
titioner have materially and substan- 
tially increased since those dates, and 
that its revenues have not increased in 
proper proportion thereto. In fact, it 
clearly appears that the net earnings 
of petitioner are steadily declining 
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from month to month. Since the filing 
of the petition and even since the time 
of the May hearing, events have oc- 
curred which have forced petitioner to 
make immediate provision for large- 
scale increases in two of its principal 
items of expense, namely, fuel and 
wages. It is obvious to this Commis- 
sion, as we feel it is to everyone else, 
it being a matter of public record, that 
prices and costs in almost all categories 
of materials, supplies, services, and 
other things have increased tremen- 
dously since the end of the war, reflect- 
ing an upward spiral and trend with no 
immediate relief in sight. It is equally 
obvious that the revenues of petitioner 
have not kept pace with these rising 
costs and prices. Our National Gov- 


ernment, as well as numerous states 
and subdivisions thereof, have recog- 
nized the lowered purchasing values of 


the dollar, and all have made cost of 
living raises and other adjustments be- 
cause of this fact. It would be illogical 
and incongruous to assume, under 
present conditions, that rates approved 
by this Commission long before this 
present inflationary period began, are 
presently adequate to meet these high- 
er costs and prices and still yield a fair 
return upon the enlarged property of 
petitioner placed in the service of the 
public. 

It has been the intention and policy 
of this Commission in the past, is now, 
and will continue to be in the future, 
to hold the line against inflation and its 
attendant rising costs and prices wher- 
ever and whenever it is possible so to 
do, not only in the interest of the cus- 
tomer-users of petitioner’s electric ser- 
vices, be they domestic, commercial, or 
industrial, but also in the interest of 
the public at large. Likewise, this 
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neither counte- 
nance nor permit any excessive, 
unreasonable, or unjustifiable rate 
or rates to be charged customers 
of any public utility operating under 
its jurisdiction; nor will it permit the 
charging of a rate not commensurate 
with the quality of the service rendered 
and to be rendered by any public utility 
operating within this state. This Com- 
mission strongly feels this to be its 
moral, as well as its legal duty, in its 
capacity as a public agency, and it will 
continue to pursue this policy during 
its entire tenure of office. 

Yet, this Commission cannot be un- 
mindful of the operating costs of any 
utility which are necessarily entailed in 
furnishing to its customers the reason- 
ably adequate service to which those 
customers are entitled, and upon which 
this Commission is firmly insistent. 
Neither can it shut its eyes to the ris- 
ing costs and prices which are, as in 
the instant case, of such vital concern 
to petitioner and which have made, 
and will continue to make, serious in- 
roads upon its present revenues and 
sharply reduce its return upon its prop- 
erties below all reasonable, safe and 
proper levels. 

[2,3] Nor can this Commission 
overlook the stockholders of this util- 
ity, they literally being the general pub- 
lic, comprising thousands of people of 
all ages and conditions and from all 
walks of life, whose investments have 
made this utility possible, and who are 
entitled to realize a fair return on such 
investments. Similarly, we cannot be 
insensible to the need of this utility for 
a good, sound credit rating and stand- 
ing, so that it may continue to and be 
able to attract and obtain funds, from 
borrowings or other financing, for a 


Commission will 


large part of its construction program, 
as well as for that permanent financing 
so necessary to a public utility of the 
magnitude and acknowledged public 
utility status of petitioner. 

It therefore appears to this Commis- 
sion, based upon the evidence and tes- 
timony offered at the hearings hereto- 
fore held before it, and the investiga- 
tion and examination made of the 
books, records, and properties of pe- 
titioner by the staff of this Commis- 
sion, that the property of the petitioner 
»used and useful for its electric service, 
and the total value of that property, 
has substantially increased since the 
electric rate schedules of the petitioner 
now in force were adopted, and that 
the net revenues of the petitioner have 
not economically, proportionately, and 
reasonably increased in harmony there- 
with. 

It further appears to this Commis- 
sion that a continuation of the present 
rates of petitioner would afford it an 
unsafe, unreasonable, and untenable 
low rate of return upon the fair value 
of its electric properties, and that it 
would be confiscatory for this Com- 
mission to require petitioner to con- 
tinue to render electric service at those 
rates, under the present circumstances 
of rising prices and rapidly increasing 
costs of operation, pending the receipt 
of any proofs which the intervenors in 
this case may decide to submit, in addi- 
tion to that previously submitted, and 
pending further investigation by the 
staff of this Commission and the final 
determination of this case, without at 
this time affording some intermediate 
relief to petitioner to prevent any per- 
manent damage to the financial struc- 
ture of petitioner which would render 
it incapable of, or unable to provide 
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that high type of service to which the 
public is entitled. 

We also find that the petitioner is in 
immediate need of a substantial in- 
crease in its electric revenues of not 
less than the amount requested by the 
motion, in order to preserve its credit, 
as well as to provide for its constantly 
increasing operating expenses. 

We also find that the amount of ad- 
ditional revenues which may be earned 
during the interim period, pending fi- 
nal determination of this case, will not 
result in an unreasonably high return 
to the utility or in an excessive charge 
to its customers for the services ren- 
dered. 

It is therefore ordered: 

[4] That the petitioner, the Detroit 
Edison Company, may be permitted 
to decrease to 4 per cent aii discounts 
in excess of that rate heretofore al- 
lowed for prompt payment of its bills 
for electric service, and that this change 


be made on all bills for service ren- 
dered and to be rendered on and after 
the date of the entry of this order, and 
until the further order of this Commis- 
sion. 

This order is made and entered at 
this time to meet and cope with an 
emergency situation which has arisen 
from conditions which this Commis- 
sion finds to be beyond the control of 
the petitioner. It follows as a matter 
of course that a further order will be 
made at the conclusion of this matter 
or at such other point in these pro- 
ceedings as shall to this Commission 
warrant and justify the making and 
entry of such other and further or- 
der, and the Commission specifical- 
ly reserves unto itself the full juris- 
diction of this matter and the right 
to make such other, further or 
additional orders herein which in 
its judgment should be hereafter 
made. 





SECURITIES AND EXCHANGE COMMISSION 


Re International Hydro-Electric System 


File Nos. 59-14, 54-159, 54-160, 54-162, 54-164, Release No. 8250 
June 9, 1948 


PPLICATION filed by stockholder of holding company for 
A modification of order directing liquidation and dissolution 
of holding company system; procedural steps prescribed for 

considering issues presented in pending proceeding. 


Intercor porate relations, § 19.8 — Holding company simplification — Reconsidera- 


tion of dissolution order. 


A proceeding under § 11(d) of the Holding Company Act, 15 USCA 
§ 79k (d), which has advanced so far that a court has ordered compliance 
with a Commission order directing liquidation and dissolution of a holding 
company system and various steps have been taken towards that end, should 
not be delayed by separate consideration and disposition of an application 
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by a stockholder for modification of the dissolution order because of changed 
circumstances ; but the issues raised by him may be considered in connection 
with plans before the Commission in § 11(d) proceedings. 


By the Commission: On April 27, 
1948, Paul H. Todd, a director and 
Class A stockholder of International 
Hydro-Electric System, filed an ap- 
plication for modification of our order 
entered herein on July 21, 1942, di- 
recting liquidation and dissolution of 
International Hydro-Electric System 
(“IHES”), accompanied by a motion 


for hearing on the application and a. 


brief in support thereof. 

Said order, entered pursuant to 
§ 11 (b) (2) of the Public Utility 
Holding Company Act of 1935, 15 
USCA § 79k (b) (2), reads in part 
as follows: 

“Tt is ordered pursuant to § 11 (b) 
(2) of said act that International 


Hydro-Electric System liquidate and 
dissolve ; 
“It is further ordered that said In- 


ternational Hydro-Electric System 
proceed with due diligence to submit 
to this Commission a plan for its 
liquidation and dissolution in a man- 
ner consistent with the provisions of 
said act; 

“It is further ordered that jurisdic- 
tion be, and the same hereby is, re- 
served to enter such further order or 
orders for the purpose of determining 
what further steps should be taken by 
International Hydro-Electric System 
to bring about compliance with the 
requirements of § 11 (b) (2) of said 
act.” 

On August 12, 1943, the Commis- 
sion applied to the United States dis- 
trict court for the district of Massa- 


chusetts, pursuant to § 11 (d) of the 
act, to enforce compliance with said 
order ; and said court by decree dated 
October 11, 1943, took and retained 
jurisdiction of IHES and its assets, 
and on November 13, 1944, appointed 
a trustee therefor. 

Subsequent to the appointment of 
a trustee, steps were taken to put the 
portfolio securities of IHES in a form 
suitable for distribution. Thus two 
of the IHES subsidiaries, Hudson 
River Power Corporation and System 
Properties, Inc., were merged into 
Eastern New -York Power Corpora- 
tion and the resulting company was re- 
financed ; the claims of IHES against 
International Paper Company were 
settled, with a cash recovery of $10,- 
000,000 to the system; the corporate 
structure of another subsidiary, New 
England Power Association (renamed 
New England Electric System), also 
a holding company, was reorganized 
and simplified in conformity with the 
standards of § 11 (b) (2) of the act, 
and the long-term debt of the re- 
organized company was refunded; and 
the actual liquidation of IHES was 
commenced on October 1, 1947, with 
a 30 per cent payment ($7,970,400) of 
the principal amount of its outstanding 
6 per cent gold debentures, which had 
matured on April 1, 1944. 

On August 12, 1947, the trustee 
filed a plan for the dissolution of 
IHES pursuant to our order of July 
21, 1942, supra, aforesaid. Some six ~ 
other plans of distribution and dis- 





1Re International. Hydro-Electric System, 
11 SEC 888; petition for review denied sub 


nom. Todd v. Securities and Exchange Com- 
mission (1943) 53 PUR NS 391, 137 od 475. 
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solution have also been filed by various 
security holders, including a plan by 
Paul H. Todd, the applicant herein. 
Said plans are filed pursuant to § 11 
(d) of the act. Hearings on said plans 
began on October 28, 1947, and have 
been held intermittently down to the 
present time. It appears that substan- 
tially all testimony has now been in- 
troduced, and that the evidential rec- 
ord will soon be complete. 

It is the applicant’s position that 
the record in said proceeding affirm- 
atively shows that the facts and cir- 
cumstances have so changed since our 
order of dissolution was issued in 1942 
that the requirements of the act and 
the welfare of the investors will now 
best be served by reorganization 


rather than dissolution of IHES. The 
applicant moves that we set down his 
application for oral argument and, if 


deemed necessary, for the taking of 
evidence with respect thereto. 
Obviously an analysis of the pend- 
ing plans will involve a determination 
of the fairness and equity of such 
plans, which will necessarily involve 
consideration of various alternatives, 
including that now proposed by Todd, 
to the plans now on file. Thus we be- 
lieve that the issues raised by Todd’s 
application may adequately be con- 
sidered in connection with the plans 
now before us in the § 11 (d) proceed- 
ings. Moreover, in view of the ad- 
vanced stage of the § 11 (d) proceed- 


ings we would be reluctant to delay 
their completion by separate consid- 
eration and disposition of Todd’s 
application, particularly where appli- 
cant’s rights can be preserved by 
another procedure. Accordingly, we 
direct that the following procedural 
steps be taken: 

(1) Todd will be given an oppor- 
tunity to file, within seven days after 
the closing of the hearings in the § 11 
(d) case, a written offer of proof with 
respect to the issues raised by his ap- 
plication, which shall not be duplica- 
tive of matters already in the record. 
Such offer of proof shall be incorpo- 
rated in the record of the § 11 (d) 
proceedings, which will be trans- 
mitted to us for consideration and de- 
cision. 

(2) In the briefs and at the oral 
argument (a schedule for which we 
shall announce after the closing of the 
hearings), all participants may ad- 
dress themselves to the Todd applica- 
tion as well as to the merits of the 
various plans on file in the § 11 (d) 
proceedings. If after hearing such oral 
argument we should deem it necessary 
or desirable that the record be supple- 
mented by evidence addressed specifi- 
cally to the issues raised by the applica- 
tion and the offer of proof in connec- 
tion therewith, we shall be free to re- 
mand the matter to the hearing exam- 
iner for the taking of such evidence. 

It is so ordered. 
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Union Pacific Railroad Company 
Vv. 
State Corporation Commission 


No. 37264 
— Kan —, 194 P2d 939 
June 12, 1948; rehearing denied July 9, 1948 


PPEAL from judgment reversing Commission order which 
A denied application of railroad company to discontinue cer- 
tain passenger trains; judgment reversed with directions to grant 

new trial. 


Appeal and review, § 51 — Scope of review — Commission decision — Weighing 
the evidence. 
Under the provisions of G. S. 1935, 66-118d, et seq., on review of an order 
of the State Corporation Commission denying an application of a common 
carrier to discontinue passenger train service, the function of the district 
court is limited to the inquiry whether the order made by the Commission is 
lawful and reasonable or unlawful and unreasonable. In the exercise of 
that function such tribunal is required to weigh the evidence, review the 
entire record, and base its decision upon all the facts and circumstances to 


be gleaned therefrom. 


Headnote by the Court. 


APPEARANCES: T. M. Lillard, of 
Topeka (O. B. Eidson, Philip H. 
Lewis, and James W. Porter, all of 
Topeka, L. A. McNalley, of Minne- 
apolis, and T. W. Bockes, of Omaha, 
Neb., on the brief), for appellant; 
Douglas Gleason, of Ottawa (Jay 
Kyle and L. L. Hughes, both of To- 
peka, and Dean McIntyre, of Abilene, 
on the brief), for appellee. 


PaRKER, J.: This is an appeal 
from a judgment sustaining an order 
of the State Corporation Commission 
of Kansas, denying an application of 
Union Pacific Railroad Company for 


permission to discontinue the opera- 
tion of certain passenger trains. 

For convenience and in the interest 
of brevity the Corporation Commis- 
sion will be referred to as the Com- 
mission and the railroad company as 
the company throughout the course of 
portions of this opinion. 

In November, 1946, the company 
made application to the Commission 
for authority to discontinue the opera- 
tion of its motor trains Nos. 531 and 
532, over its Solomon branch between 
Beloit and Salina, Kansas. On July 
9, 1947, after holding a hearing on 
such application at Minneapolis, where 
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all interested parties were permitted to 
adduce evidence, the Commission de- 
nied the application. Subsequently it 
denied the company’s application for a 
rehearing. Thereafter the company 
petitioned the district court of Dickin- 
son county for a review of the com- 
pany’s order denying the original ap- 
plication and gave notice of its action 
in the manner provided by law. There- 
upon, as required by statute (G.S. 
1935, 66-118d) the secretary of the 
Commission transmitted to the clerk 
of such district court a certified tran- 
script of all pleadings, applications and 
proceedings had before the Commis- 
sion and the evidence heard by that 
body on such hearing together with 
all orders and decisions made by it 
with respect thereto. 

In due time review of the Commis- 
sion’s order came on for trial and in 
conformity with G.S. 1935, 66-118f, 
the district court heard the cause upon 
the issues presented by the evidence 
adduced before the Commission and 
the record as certified. Based upon 
such record it found the order refus- 
ing the company permission to dis- 
continue its passenger trains was law- 
ful and reasonable and rendered a 
judgment sustaining it. Thereupon 
the company perfected this appeal and 
now specifies that the district court 
erred (1) in overruling its motion for 
a new trial and (2) in rendering judg- 
ment holding that the order of the 
Commission under review was lawful 
and reasonable. 

Simultaneously with the rendition 
of its judgment the trial court handed 
down a memorandum opinion from 
which springs the primary question 
presented for appellate consideration. 
75 PUR NS 


That memorandum is a part of the 
record and reads as follows: 

“This is an application presented by 
the above-named applicant to the State 
Corporation Commission of the state 
of Kansas for permission to discon- 
tinue the operation of motor cars on 
the Solomon branch of the applicant’s 
railroad, and the order of the Commis- 
sion denying the application is now be- 
fore this court for review. The duties 
of this court in passing upon the ques- 
tions presented by such a review are 
confined to a rather narrow scope by 
the legislature, and revolves itself into 
the determination of two questions: 
First, Was the order lawful? Second, 
Was the order reasonable? 

“An examination of the record of 
the proceedings before the Commis- 
sion would indicate that all the proce- 
dural forms prescribed by law have 
been complied with. This being true 
the first question must be answered 
in the affirmative. The order was law- 
ful. 

“An examination of the record of 
the proceedings before the Commis- 
sion discloses that the order was made 
upon conflicting evidence. Under the 
narrow limits of the authority which 
the legislature has conferred upon the 
courts to deal with the powers vested 
in the Commission, before this court 
would be justified in setting aside an 
order of the Commission, based upon 
conflicting evidence, it would be nec- 
essary for the court to find that there 
is no substantial evidence upon which 
to base the order made in this case. 
There was substantial evidence in the 
record upon which the triers of the 
facts could base the order made. This 
court cannot weigh evidence in this 
sort of review, and having found that 
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there is evidence upon which the order 
could be based, it follows that the 
second question must be answered in 
the affirmative, and that the order was 
not unreasonable. 

“It follows that judgment must be 
for the defendant or respondent, sus- 
taining the order.” 

Appellant’s claim of error respect- 
ing the primary question to which ref- 
erence has been made relates only to 
the last two paragraphs of the opinion 
just quoted. Briefly stated, conceding 
the finding the Commission’s order 
was lawful because prescribed proce- 
dural forms were observed in its ren- 
dition is sustained by the record, its 
contention is that such paragraphs 
show upon their face the trial court’s 
decision such order was not unreason- 
able was predicated upon an erroneous 
conception of the duty imposed upon 
it by the statute (G.S. 1935, 66-118d) 
providing for the review of decisions 
made by the Commission pursuant to 
the authority conferred upon that body 
by the provisions of G.S. 1935, 66— 
117. More specifically it takes the 
position that in the determination of 
the review proceeding it was the duty 
of the district court to weigh the evi- 
dence and determine for itself whether 
under all the facts and circumstances 
disclosed by the record before it the 
Commission’s order was to be upheld 
or set aside and that its failure to do 
so requires a reversal of the judg- 
ment. 

Decision of the issue thus raised 
necessitates reference to certain provi- 
sions of the statute prescribing the 
duties and authority of the district 
court upon the trial of appeals from 
orders of the Commission refusing ap- 
plications of common carriers to dis- 


continue or make changes in existing 
train service. They read: 

ie Said proceedings for re- 
view shall be for the purpose of having 
the lawfulness or reasonableness of the 
original order or decision or the order 
or decision on rehearing inquired into 
and determined, and the district court 
hearing said cause shall have the pow- 
er to vacafe or set aside such order 
or decision on. the ground that such 
order or decision is unlawful or unrea- 
sonable. The procedure upon 
the trial of such proceedings in the 
district court and upon appeal to the 
supreme court of this state shall be the 
same as in other civil actions, except 
as herein provided. No court of this 
state shall have power to set aside, 
modify or vacate any order or de- 
cision of the Commission, except as 
herein provided.” G.S. 1935, 66— 
118d. 

“No new or additional evidence may 
be introduced upon the trial or any 
proceedings for review under the pro- 
visions of this act, but the cause shall 
be heard upon the questions of fact 
and law presented by the evidence and 
exhibits introduced before the Com- 
mission and certified by it. Sy 
G.S. 1935, 66-118f. 

“If the court upon such hearing 
shall find such order of the Commis- 
sion under review to be lawful and 
reasonable, it shall render judgment 
sustaining said order, ~ a 
1935, 66-118}. 

“Tf the court shall find that the or- 
der or decision of the Public Service 
Commission is unlawful or unreason- 
able in whole or in part and shall 
vacate or set aside the order or deci- 
sion in whole or in part, the court 
shall make findings of fact and con- 
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.” GS. 1935, 


clusions of law, 
66-118k. 
Before further consideration is 
given to appellant’s claim the trial 
court unduly limited the scope of re- 
view contemplated by the statute in 
the rendition of its judgment it is well 
to note that we are not here dealing 
with a purely administrative order of 
the Commission but one which is judi- 
cial in character. That this is true ap- 
pears from the opinion in Kansas Gas 
& E. Co. v. Public Service Commis- 
sion, 122 Kan 462, 468, PUR1927A 
562, 251 Pac 1097, where it is said 
in effect that in the exercise of its 
powers to govern rates and services 
of public utility companies the lawful 
scope of the Commission’s orders is 
hedged about by statutory and consti- 
tutional guaranties and inhibitions and 
that its action with respect thereto is 


therefore judicial rather than adminis- 
trative in nature. 


When the sections of the statute 
heretofore quoted are carefully an- 
alyzed it clearly appears that on review 
of an order of the Commission involv- 
ing changes in rates and services the 
district court in which the proceeding 
is pending (1) has power to vacate or 
set aside the order on the ground it is 
unlawful or unreasonable (2) is re- 
quired, upon trial of such a proceed- 
ing, to hear the cause upon the ques- 
tions of fact and law presented by the 
entire record as certified by the Com- 
mission and (3) is directed and re- 
quired to find the order under review 
is either (a) lawful and reasonable or 
(b) unlawful and unreasonable. Defi- 
nitely, such sections limit the scope of 
the district court’s authority to the in- 
quiry whether the order issued by the 
Commission is lawful or reasonable. 
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Just as definitely in the exercise of 
that limited function, we believe, the 
reviewing tribunal is required to base 
its independent decision upon the facts 
and circumstances to be gleaned from 
the entire record and in doing so it 
may weigh evidence solely for the pur- 
pose of determining whether such or- 
der is reasonable. To hold otherwise 
with respect to judicial orders of the 
Commission renders farcical the power 
and authority vested in the district 
court under the sections of the statute 
to which we have referred and com- 
pletely nullifies the intent and purpose 
evidenced by the legislature in their 
enactment. 

As applied to the instant proceeding 
the construction we give the statute 
compels the conclusion appellant’s con- 
tention the judgment sustaining the 
Commission’s order was predicated 
upon an erroneous conception of the 
duty imposed upon the district court 
by law must be upheld. From the 
memorandum opinion there can be no 
question the trial court considered its 
duty on appellate review was to up- 
hold the order appealed from if the 
record disclosed any evidence to sus- 
tain it. In our opinion it was required 
to weigh the evidence and determine 
whether from all the facts and circum- 
stances disclosed by the record the 
Commission’s order was reasonable. 
Its failure to do so deprived the appel- 
lant of the full and complete review to 
which it was entitled and requires the 
granting of a new trial. 

In reaching the conclusion just an- 
nounced we have not failed to con- 
sider appellee’s argument that our de- 
cisions in Wichita Gas Co. v. Public 
Service Commission, 132 Kan 459, 
PURI931B 442, 295 Pac 668, and 
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Southern Kansas Stage Lines Co. v. 
Public Service Commission (1932) 
135 Kan 657, 11 P2d 985, are au- 
thority for the holding of the trial 
court that presence in the record of 
any evidence upon which the Commis- 
sion’s order could be based required 
the rendition of a judgment sustaining 
it as not unreasonable. Both deci- 
sions deal with orders, administrative 
in nature, pertaining to the issuance of 
certificates of convenience and neces- 
sity and are not to be regarded as de- 
cisive in determining the power and 
authority conferred or the duty im- 
posed upon the district court by the 
legislature in the disposition of appeals 


from orders which can be classified as 
judicial in character. We are not pres- 
ently concerned with appeals from ad- 
ministrative orders and therefore not 
now required to reéxamine the rule 
announced in those decisions. 

Since the cause must be remanded 
for a new trial appellant’s contention 
with respect to the responsibility of 
this court in the disposition of appeals 
from judgments of the trial court sus- 
taining or setting aside orders of the 
Commission need not be now deter- 
mined. 

The judgment is reversed with di- 
rections to grant a new trial. 


Cowan, J., not participating. 





INDIANA PUBLIC SERVICE COMMISSION 


Re Seymour Water Company 


No. 20035 
June 24, 1948 


) pried of water utility for rate increase; dismissed for lack 
of jurisdiction. 


Rates, § 57 — Commission jurisdiction — Contract with municipality. 
The Commission is without jurisdiction to alter or change rates established 
by contract between a water utility and the municipality in which it operates 
under a franchise that has not been surrendered for an indeterminate permit. 


APPEARANCES: G. H. Dongus, At- 
torney, Indianapolis, for petitioner ; 
Donald L. Heiwig, Mayor, Seymour, 
for the city of Seymour; Glenn R. 
Slenker, Public Counsellor, for the 
public. 


By the Commission: On October 
14, 1947, Seymour Water Company 


filed with this Commission its verified 
petition, docketed as Cause No. 
20035, wherein it prayed that the 
Commission make such investigation 
and hold such hearings as the Com- 
mission deemed necessary and advis- 
able and thereafter enter an order in 
this cause approving and authorizing 
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the filing by petitioner with the Com- 
mission of a proposed schedule of 
meter rates and minimum rates for 
water utility service rendered by peti- 
tioner as set out in Exhibit “A” at- 
tached to and made a part of the peti- 
tion and make such further orders in 
the premises as the Commission deems 
necessary and proper. 

Pursuant to respective notices of 
hearing published more than ten days 
prior to December 1, 1947, in news- 
papers of general circulation printed 
and published in Jackson county, In- 
diana, and to notices sent to interested 
parties, said cause was set for hearing 
in the rooms of the Commission, 401 
State House, Indianapolis, Indiana, at 
10 a.m., Central Standard Time, on 
Monday, December 1, 1947. Said 
hearing was not held on said date 
but was continued, by agreement of 


parties, from said original date to 
Tuesday, January 13, 1948, at 10 a.m. 
Central Standard Time, at the afore- 
said place of hearing. Appropriate no- 
tice of said continuance was given to 


all parties. Said hearing was com- 
menced on January 13, 1948, at the 
aforesaid place and oral evidence was 
taken and exhibits introduced by peti- 
tioner. 

At the conclusion of the submission 
of oral evidence and introduction of 
exhibits by petitioner, the city of Sey- 
mour, by and through its mayor, re- 
quested a further continuance of the 
hearing in order that the city of Sey- 
mour be given ample time to adequate- 
ly investigate the matter and examine 
the exhibits offered by petitioner be- 
fore being required to present any evi- 
dence in the case. Further hearing of 
the case was continued by the Com- 
mission to March 8, 1948, at 10 a.m. 
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in the rooms of the Commission, 401 
State House, Indianapolis, Indiana. 
Appropriate notice of said continued 
hearing was given to all parties of 
record. 

During the hearing the Commission 
introduced in evidence, as Commission 
exhibits, the respective proofs of publi- 
cation of the aforesaid published no- 
tices of hearing and of the mailing 
of notice to the clerk-treasurer of the 
city of Seymour, Indiana. 

During said hearing testimony un- 
der oath was given on behalf of peti- 
tioner by Mr. Sollis E. Stern, presi- 
dent of petitioner. Petitioner also in- 
troduced in evidence, as petitioner’s 
Exhibits Nos. 1 to 13, both inclusive, 
and offered in evidence the following 
exhibits: [List of exhibits and discus- 
sion of evidence omitted]. 

At the conclusion of the presenta- 
tion of the evidence on direct examina- 
tion by petitioner and before the pub- 
lic and the city of Seymour, Indiana, 
presented any evidence, the city of 
Seymour, through the public counsel- 
lor, questioned the jurisdiction of this 
Commission over the rates of petition- 
er in view of the fact that petitioner 
is operating under a franchise with 
the city of Seymour, Indiana, which 
was not surrendered by petitioner un- 
der the provisions of the Shively- 
Spencer Utility Commission Act 
(Chap 76, Acts 1913, p. 167) or its 
amendments. The Commission took 
this matter under advisement and the 
city of Seymour and the public pro- 
ceeded to present their evidence. 

If the Commission has no jurisdic- 
tion to establish and fix rates to be 
charged by petitioner, the rates having 
previously been fixed by franchise con- 
tract between petitioner or its prede- 
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cessor and the city of Seymour, In- 
diana, then there are no issues pre- 
sented to the Commission by the peti- 
tion filed herein for its determination. 

The evidence shows that on March 
7, 1889, petitioner’s predecessor and 
the city of Seymour, Indiana, entered 
into a franchise contract by the terms 
of which, from January 1, 1890, peti- 
tioner agreed to operate a waterworks 
plant and system in the city of Sey- 
mour, Indiana, and supply the city of 
Seymour and its inhabitants with wa- 
ter including water for fire protection 
purposes. Said contract, which is in 
the form of a franchise ordinance 
passed and adopted by the common 
council of the city of Seymour, In- 
diana, and accepted by petitioner’s 
predecessor among other things pro- 
vided as follows: “The rights and 


privileges herein granted shall con- 


tinue from the time of the passage of 
this ordinance, and for a term of 
thirty years from and after the first 
day of January, 1890; provided said 
works be not sooner purchased by the 
city as hereinafter provided ; and pro- 
vided further, that in case the city does 
not elect to avail itself of its option 
of purchase at or before the end of 
thirty years, according to the terms 
of this ordinance, the city of Seymour 
hereby extends the life of this franchise 
and contract for a like period of thirty 
years, reserving the same rights of 
purchase as before, the hydrant rentals 
not exceeding those named in this 
contract.” 

Petitioner did not surrender its 
franchise with the city of Seymour, 
Indiana, nor elect to accept an inde- 
terminate permit as a public utility 
under the provisions of the Shively- 
Spencer Utility Commission Act 


[6] 


(Chap 76, Acts 1913, p. 167), or its 
amendments, and said franchise ordi- 
nance of March 7, 1889, has never 
been repealed nor has the city of Sey- 
mour ever granted to petitioner or any 
other person any other franchise for 
the purpose of operating a water plant 
in the city of Seymour, Indiana. 

The evidence further shows that on 
the 18th day of December, 1919, the 
petitioner and the city of Seymour, 
Indiana, tentatively agreed upon 
schedules of rates to be charged by 
petitioner for water to be furnished for 
public and private uses and upon rules 
and regulations governing service for 
a period of ten years, beginning Janu- 
ary 1, 1920, and filed a joint petition 
with this Commission asking this 
Commission to approve this schedule 
of rates and rules so agreed upon. On 
December 23, 1919, this Commission 
entered an order as a result of the 
filing of said joint petition approving 
the schedule of rates, rules, and regu- 
lations tentatively agreed upon by the 
petitioner and the city of Seymour. 
On the 26th day of December, 1919, 
petitioner and the city of Seymour en- 
tered into a written contract whereby 
petitioner agreed to supply the city 
of Seymour and its inhabitants with 
water under the franchise theretofore 
granted for a period of ten years from 
January 1, 1920, and the city of Sey- 
mour agreed to take water for fire and 
other purposes and to pay for same at 
the rates agreed upon in said contract 
(which rates were the same as ap- 
proved by the Commission upon the 
joint petition of the parties) for said 
period of ten years. 

The rates agreed upon in said 10- 
year contract and approved by the 
Commission in its order of December 
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23, 1919, provided for an increase of 
the fire hydrant rate from $35 per 
hydrant to $55 per hydrant and de- 
creased the rates provided for in said 
franchise contract for private con- 
sumption, which resulted in a sub- 
stantial reduction in the meter rates 
to be charged for water supplied to 
private consumers from the rate 
charged for like service prior to Janu- 
ary 1, 1920. 

On January 21, 1920, petitioner 
filed with this Commission a schedule 
showing the rates, tolls, and charges 
which had been established by said 
10-year contract and no other or dif- 
ferent schedule has been filed with the 
Commission or ordered by the Com- 
mission to be filed or published and 
petitioner has continuously, since 
January 1, 1920, been charging the 
metered rates for private consumption 
provided for in said 10-year contract. 

Petitioner seeks in this proceeding 
to have the Commission, by order, ap- 
prove metered rates to be charged for 
water supply to private consumers 
identical with the metered rates pro- 
vided for in said franchise contract be- 
tween petitioner and the city of Sey- 
mour, Indiana, heretofore referred to. 

The Commission is of the opinion 
and finds that, while it has jurisdiction 
of petitioner, said jurisdiction extends 
only to those matters not covered by 
the contract entered into by petitioner 
and the city of Seymour, Indiana. The 
petitioner and said city of Seymour, 
having entered into said contract pro- 
viding for certain and specific metered 
rates for water to be supplied to pri- 
vate consumers, are bound by the pro- 
visions of said contract and this Com- 
mission is without jurisdiction to alter 
or change such rates. In fact, in the 
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face of said contract, petitioner needs 
no authority from this Commission to 
place said rates to be charged for 
water supply to private consumers in 
effect. It has had that right continu- 
ously since January 1, 1890, with the 
exception of the 10-year period begin- 
ning January 1, 1920, covered by the 
written contract entered into between 
petitioner and the city of Seymour on 
December 26, 1919, which, for said 
10-year period, provided a different 
schedule of rates. 

The evidence further shows that 
this matter was in litigation between 
the petitioner and the city of Seymour, 
Indiana, as a result of said 10-year 
contract which increased the hydrant 
rate from $35 to $55 per year, which 
increased rate petitioner attempted to 
maintain in effect after the expiration 
of said 10-year period and which the 
city of Seymour refused to pay and, 
as a result of said litigation, the appel- 
late court of the state of Indiana (Sey- 
mour Water Co. v. Seymour [1935] 
102 Ind App 56, 197 NE 701, 705) 
said: “We are of the opinion that 
where, as here, the utility has failed 
to surrender its franchise and accept 
an indeterminate permit, even though 
the city and such utility by agreement 
change the rates payable for a limited 
time which will expire prior to the life 
of the franchise under and by virtue 
of which the utility operates, the rate 
for hydrant service applicable after 
the expiration of such period of time 
is as provided for by the franchise con- 
tract, notwithstanding the fact that 
the Public Service Commission, with- 
out the surrender of appellant’s fran- 
chise, and upon joint petition of the 
parties, gave its approval to a different 
rate.” The court, in effect, held that 
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petitioner, having failed to surrender 
its franchise and accept an indeter- 
minate permit, as it was privileged to 
do under the provisions of the Shively- 
Spencer Utility Commission Act 
passed in 1913, or any subsequent leg- 
islation granting such privilege and 
having continued operating under its 


franchise contract, it cannot rightfully 
complain as it is bound by its contract. 

The Commission therefore finds 
that there are no issues presented in 
this proceeding requiring determina- 
tion by this Commission and said peti- 
tion should be dismissed and it will 
be so ordered. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re City of .New Lisbon 


2-U-2673 
July 13, 1948 


PPLICATION of municipal plant for authority to increase elec- 
tric rates; increased rates ordered. 


Valuation, § 28 — Rate base — Book value plus working capital. 


1. The net book value of a municipal plant, plus an allowance for working 
capital and materials and supplies, was considered to represent for rate- 
making purposes the fair value of property used and useful in rendering 
electric service, p. 84. 


Return, § 100 — Municipal plant. 
2. A 6 per cent return was considered a reasonable allowance for a municipal 
plant, p. 84. 


Rates, § 323 — Electricity — Demand charges — Large power consumer. 


3. An electric utility’s method of charging a customer using 25 per cent of 
its total requirements on the basis of a demand charge based on active horse- 
power and an energy charge is not proper and should be replaced by demand 
meters so that such a large consumer can be billed on an actual demand basis, 


p. 84 
> 


By the Commission: The city of 
New Lisbon, Juneau county, as a wa- 
ter and electric public utility, filed an 
application with the Commission on 
March 22, 1948, for authority to in- 
crease its water and electric rates in 
order to meet increased expenses. A 
notice of investigation and assessment 
of costs was issued on March 25th. A 


notice of hearing was issued on April 


26th. 


APPEARANCES: Robert L. Walker, 
mayor, Charles White, Councilman, 
and Gordon Richart, Councilman, for 
city of New Lisbon, and E. M. Dow- 
ney and P. A. Reynolds, Rates and 
Research Department, of the Commis- 
sion staff. 
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This interlocutory opinion and or- 
der will deal only with electric rates. 
A later order will deal with water 
rates. When a municipality operates 
both electric and water departments, 
they are considered separate utilities. 

A hearing was deferred until an 
audit by a Commission accountant was 
completed. 

The New Lisbon electric utility 
serves approximately 570 customers, 
all within the city. All applicant’s 
electric energy is generated by Diesel 
engine. 

[1] At the end of 1947, gross in- 
vestment in the New Lisbon electric 
plant was $146,000 and the deprecia- 
tion reserve, $63,000. Another Diesel 
unit was recently installed at a cost of 
approximately $38,000. This instal- 
lation increases gross plant to $184,- 
000 and net plant to $121,000. When 
an allowance of approximately $6,000 
is made for working capital and ma- 
terials and supplies, a rate base of 
$127,000 is indicated. The Commis- 
sion considers the net book value of 
the New Lisbon electric plant plus the 
stated allowance for working capital 
and materials and supplies to repre- 
sent for rate-making purposes the fair 
value of applicant’s property used and 
useful to render electric service at New 
Lisbon. 

[2] A 6 per cent return is consid- 
ered reasonable for the New Lisbon 
electric utility. Such rate of return on 
a rate base of $127,000 is approximate- 
ly $7,600. Since present revenues 
and costs are estimated to produce a 
loss of $1,350 a year, applicant needs 
an increase of $8,950 a year in electric 
revenues to eliminate any loss and to 
receive a $7,600 a year profit. 

Applicant has experienced a sub- 
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stantial increase in costs. The aver- 
age cost of fuel oil during 1947 was 
9.7 cents a gallon compared with 13.- 
135 cents in March, 1948. Since ap- 
plicant used 154,970 gallons in 1947 
to generate 1,658,891 kilowatt hours, 
the additional cost under March prices 
for fuel oil would have been $5,300, 
which when added to the 1947 cost of 
$15,034.49 would mean an average 
cost of 1.2 cents per kilowatt hour for 
fuel oil only. Increased labor costs 
amount to about $500 a year. The in- 
stallation of the new Diesel unit in- 
creases the depreciation expense and 
tax allowance on the plant nearly $5,- 
000 a year. With total increased costs 
estimated at $10,934 a year and net 
operating revenues of $9,584 reported 
for 1947, an operating loss of $1,350 
a year is indicated under present prices 
and wages, as previously stated. 

[3] The utility supplies service to 
one large power customer, an ice 
cream manufacturer, whose require- 
ments are nearly one-fourth of the to- 
tal requirements of the whole utility. 
This customer’s use ranges from less 
than 10,000 kilowatt hours in certain 
months to over 70,000 kilowatt hours 
in other months. It has been incor- 
rectly billed in the past. The present 
rate contains a demand charge based 
on active horsepower and an energy 
charge. The active horsepower is de- 
termined as a percentage of the total 
connected load. This customer has 
been rated at 100 horsepower connect- 
ed, whereas its installation contains 
over 187 horsepower. Because of this 
error in application of billing, the cus- 
tomer has received the benefit of an un- 
usually low rate. Furthermore, the 
present rate has a load factor discount 
of 4 cent per kilowatt hour for all use 
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in excess of 300 hours use of demand. 
Because of the incorrect method of 
billing, the customer’s demand was 
substantially understated and _ the 
amount of energy to which the load 
factor discount was applied was exces- 
sive. Also, under the present rate the 
active horsepower is determined on the 
basis of an arbitrary percentage of con- 
nected load as follows: 

First 10 horsepower of connected load 90% 
Next. 20 horsepower of connected load 70% 
Next 30 horsepower of connected load 60% 
Over 60 horsepower of connected load 50% 

active. 

With this type of customer, where 
the use amounts to nearly 25 per cent 
of the total requirements of the utility, 
such arbitrary method of determining 
demand is not proper. The utility 
should provide demand meters and bill 
a customer of this size on an actual de- 
mand basis. Until such equipment 
and installation can be obtained, a re- 
vised rate will be ordered in which the 
determination of active horsepower 
more nearly coincides with the actual 
conditions. This customer has been 
purchasing 60 per cent of its require- 
ments under the special load factor 
provisions at a cost of one cent per 
kilowatt hour. Under present operat- 
ing costs, the fuel oil alone costs 1.2 
cents per kilowatt hour. The substan- 
tial increase in this customer’s bill un- 
der rates herein ordered reflects the 
correction of the erroneous connected 
load data used in the past, the correc- 
tion of the inaccurate demand estimate 
contained in the old rate, and the re- 
quired increase to reflect the increased 
costs as in the case of all other cus- 
tomers. The proposed rate increase 
to this customer is about $3,000 an- 


nually. The utility is required to have 
a substantial plant capacity available 
to serve this customer throughout the 
year but its load is relatively poor ex- 
cept during three months of the year. 

The new rate includes a provision 
which prevents the customer’s billed 
demand from dropping below 50 per 
cent of its maximum. The load factor 
discount, which does not seem appro- 
priate under present high cost of op- 
eration, is also eliminated. 

All other rate schedules, with the 
exception of the street lighting rate, 
have a bottom step of 2 cents or higher 
so that a further increase was not de- 
sifable in the bottom step. The rates 
herein authorized will provide in- 
creased revenues of approximately 
$8,950. 

The Commission finds: 

1, That existing rates of the city of 
New Lisbon, Juneau county, as an 
electric public utility are unreasonable 
and unjust because of inadequacy and, 
in the case of one large power user, be- 
cause of discrimination. 

2. That the net book value of appli- 
cant’s property and plant, materials 
and supplies, and working capital used 
and useful for rendition of electric pub- 
lic utility service in the city of New 
Lisbon is about $127,000 and that 
such value constitutes a reasonable and 
proper base for rate-making purposes 
herein. 

3. That a rate of return of about 6 
per cent on such rate base is just and 
reasonable. 

4. That rates ordered herein will 
yield a return of approximately 6 per 
cent on the rate base of $127,000 and 
are reasonable and lawful. 

The Commission concludes : 

That an interlocutory order should 
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be issued authorizing an increase in 
electric rates as herein prescribed to 
the city of New Lisbon as an electric 
and water public utility. 


ORDER 


It is therefore ordered: 

1. That the city of New Lisbon, 
Juneau county, as an electric public 
utility be and hereby is authorized and 
directed to substitute the ordered rates 
set forth in the attached appendix, 
which is made a part hereof [appendix 


omitted herein], for its present rates 
and to make such ordered rates effec- 
tive for electric service rendered sub- 
sequent to the first meter readings aft- 
er the date of this order. 

2. That all other electric rates not 
supplanted by such rates shall be con- 
tinued in effect. 

3. Jurisdiction be and hereby is re- 
tained for the issuance of an order 
herein with respect to rates for water 
service by applicant. 
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City of Cincinnati 


Public Utilities Consmnieeion of Ohio 


No. 31302 
— Ohio St —, 80 NE2d 150 
June 9, 1948 


PPEAL from emergency order of Commission establishing 
L \ interim gas rates pending appeal from ordinance; affirmed. 


Rates, § 85 — Commission jurisdiction — Temporary emergency rates — Appeal 


from ordinance. 


During an appeal to the Public Utilities Commission by a public utility from 
a rate-fixing ordinance, where there is at the time no contract between the 
municipality and utility as to the furnishing of utility services or products, 
the Commission had jurisdiction and power under § 614-32, General Code, 
if it finds an emergency exists, to establish and enforce interim rates to 
prevent injury to the public or utility, pending determination of such appeal. 
Cleveland v. Public Utilities Commission (1932) 126 Ohio St 91, PUR 
1933E 73, 183 NE 924 (overruled). 


Headnote by the Court. 


The propriety of the present appeal 
by the city of Cincinnati from an 
emergency order of the Public Utilities 
Commission, establishing interim gas 
rates pending determination of appeals 
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from ordinances fixing gas rates in 
that city, was upheld by this court in 
the case of State ex rel. Cincinnati v. 
Miller (1948) 149 Ohio St 45, 77 
NE2d 465. 
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CINCINNATI v. PUBLIC UTILITIES COMMISSION 


Essential facts pertaining to the 
pending appeal are as follows: 

Before June 30, 1944, there were,in 
effect in the city of Cincinnati, here- 
after called the “city,” certain gas 
rates established by ordinance passed 
by the council of such city, accepted 
by the Cincinnati Gas & Electric Com- 
pany, hereafter called the “company,” 
and placed on file with the Public Util- 
ities Commission, hereafter called the 
“Commission,” as prescribed by 
§ 614-16 et seq., General Code. 

On May 31, 1944, the city council, 
by ordinance, established new and low- 
er gas rates to be effective from June 
30, 1944, to July 1, 1946. Similarly, 
by ordinance adopted May 29, 1946, 
the city council established gas ‘rates 
covering the period from June 30, 
1946, to July 1, 1948, which were also 
lower than the rates prevailing prior 
to June 30, 1944. 


The company, being dissatisfied 
with and unwilling to accept such low- 
er rates as prescribed by the ordi- 
nances, filed separate appeals from the 
rates so fixed, with the Commission 
pursuant to the provisions of § 614-44 


et seq., General Code. In accordance 
with § 614-45, General Code, the 
company posted cash undertakings 
with the Commission and continued to 
charge the schedule of rates on file 
with the Commission and which were 
operative prior to June 30, 1944. 

By order of the Commission the two 
appeals of the company were consoli- 
dated in May, 1947. The appeal pro- 
ceedings moved slowly, and the com- 
pany, upon the claim that it was ex- 
periencing serious difficulties under 
existing conditions in carrying on its 
necessary operations and in furnishing 
gas to the industries and inhabitants 


of the city at the rates it could lawfully 
charge, moved the Commission for an 
investigation of its financial condition. 

Whereupon, the Commission, over 
objection by the city, conducted a 
special hearing, as an incident of the 
pending appeals, to determine whether 
an emergency existed which required 
extraordinary action. As a result of 
such hearing, wherein considerable 
evidence was offered and the interest- 
ed parties participated, the Commis- 
sion, on October 20, 1947, purportedly 
acting under § 614-32, General Code, 
found that an emergency did exist and 
proceeded to establish so-called in- 
terim emergency gas rates somewhat 
higher than those then being charged 
and collected by the company. Follow- 
ing the Commission’s action, addition- 
al bond was posted by the company. 


APPEARANCES: Henry M. Brue- 
stle, City Solicitor, Robert J. White 
and Robert E. Steman, all of Cincin- 
nati, for appellant; Hugh S. Jenkins, 
Attorney General, and Harry G. Fitz- 
gerald, Jr., of Columbus, for appellee. 


ZIMMERMAN, J.: Stated in its 
simplest terms, the sole question now 
before this court for decision is: Did 
the Commission have the jurisdiction 
and authority, in the situation con- 
fronting it, to promulgate an emer- 
gency order establishing interim gas 
rates pending disposition of the ap- 
peals by the company from the rates 
prescribed by the ordinances referred 
to above? 


Section 614-32, General Code, un- 
der which the Commission acted, is in 
the following language: “The Com- 
mission shall have power, when 
deemed by it necessary to prevent in- 
jury to the business or interests of the 
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public or any public utility of this state 
in case of any emergency to be judged 
by the Commission, to temporarily 
alter, amend, or with the consent of 
the public utility concerned suspend 
any existing rates, schedules or order 
relating to or affecting any public util- 
ity or part of any public utility in this 
state. Such rates so made by the Com- 
mission shall apply to one or more of 
the public utilities in this state, or to 
any portion thereof as may be directed 
by the Commission, and shall take ef- 
fect at such time and remain in force 
for such length of time as may be pre- 
scribed by the Commission.” 

In challenging the validity of the 
Commission’s emergency order, the 
city makes the basic contention that 
the Commission has no jurisdiction 
with respect to utility rates established 
by ordinance, because of § 614-47, 
General Code, which reads as follows: 
“This act [Public Utilities Act] shall 
not apply to any rate, fare, or regula- 
tion now or hereafter prescribed by 
any municipal corporation granting a 
right, permission, authority or fran- 
chise, to use its streets, alleys, avenues 
or public places, for street railway or 
street railroad purposes, or to any 
prices so fixed under §§ 3644, 3982 
and 3983 of the General Code, except 
as provided in §§ 46, 47 and 48 [GC 
§§ 614-44, 614-45 and 61446] of 
this act.” 

Such statutes, argues the city, de- 
prive the Commission of the juris- 
diction and power to fix interim-emer- 
gency rates by resort to § 614~32, 
General Code. The city insists that 
rates set by ordinance are governed 
exclusively by the sections of the Code 
relating specifically to that subject and 
that general provisions of the Code de- 
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fining the powers and duties of the 
Commission are without application. 

Finally, the city urges that the 
“rates” which a utility may elect to 
charge under the authorization of 
§ 614-45, General Code, may not 
properly be classed as “rates” within 
the purview of § 614-32, General 
Code, but are in fact only “charges,” 
a part of which may have to be refund- 
ed if the utility is unsuccessful in its 
appeals from the rates proclaimed by 
ordinance. 

Opposing such position, the Com- 
mission and the company point out 
that, although § 614-47, General 
Code, does affect the Commission’s 
jurisdiction when there is a valid or- 
dinance or ordinance contract in op- 
eration, that section is without signifi- 
cance where there is no ordinance or 
ordinance contract in force, as is pres- 
ently the case between the city and the 
company; and that while the rates 
charged by the company under § 614- 
45, General Code, are the same as 
those established by the ordinance 
which expired in June of 1944, such 
ordinance had in fact expired and the 
rates thereafter charged do not repre- 
sent rates under any existing ordi- 
nance, hence § 614-47, General Code, 
is not relevant in the circumstances. 

The Commission and the company 
further represent that, contrary to the 
claim of the city, § 614-32, General 
Code, is in reality a special statute 
which enables the Commission to in- 
tervene when economic conditions are 
such as to require prompt action either 
in the interests of the public or of a 
utility. 

After a consideration and analysis 
of the several statutes involved, we 
have come to the conclusion that 
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CINCINNATI v. PUBLIC UTILITIES COMMISSION 


§ 61447, General Code, prevails and 
precludes the Commission from exer- 
cising jurisdiction where there is a 
valid and operative ordinance under 
which a utility is furnishing its prod- 
ucts or services to users within a mu- 
nicipality, but that where a utility has 
appealed to the Commission from a 
rate ordinance unacceptable to such 
utility, the rates prescribed by such 
ordinance are suspended or abated; 
and that where, under § 61445, Gen- 
eral Code, the utility elects to charge 
the rate which previously existed, it is 
not charging a rate fixed by any sub- 
sisting ordinance, but one which is or- 
dained by statute pending the outcome 
of an appeal. In such circumstances, 
therefore, § 614-47, General Code, 
does not operate to deny the Commis- 
sion jurisdiction. 

Nor do we find any conflict between 


§§ 614-45 and 614-32, General Code. 
The former provides for the continu- 
ance of a prior rate during appeal pro- 
ceedings to preserve the status quo un- 
der ordinary conditions; the latter is 
a special statute which may be in- 
voked by the Commission where an 


emergency demands it. Although 
§ 614-32, General Code, is couched 
in general terms, the plain import of 
the language employed is to confer 
upon the Commission extraordinary 
and special powers in the event it 
determines that an emergency ex- 
ists. 

Lastly, in our opinion, there exists 
here a “rate” within the contemplation 
of § 614-32, General Code. When the 
company declined to accept the new 
rates fixed by the new ordinances, ap- 
pealed to the Commission and elected 
to charge the former rates as provided 
by § 614-45, General Code, the rates 


so charged became the existing legal 
rates, for the time being at least, by 
operation of law. The fact that the 
company might eventually be required 
to refund a part of the money thus 
collected is no more than a condition 
subsequent and does not alter the fact 
that, during the period such rates pre- 
scribed by statute remained in force, 
they constituted the existing legal 
rates. 

The position now taken by this 
court is in accord with expressions ap- 
pearing in the cases of Cincinnati v. 
Public Utilities Commission (1917) 
96 Ohio St 270, 117 NE 381, and Ak- 
ron v. Public Utilities Commission 
(1933) 126 Ohio St 333, 185 NE 
415; but is in conflict with the holding 
in the case of Cleveland v. Public Util- 
ities Commission, 126 Ohio St 91, 
PUR1933E 73, 183 NE 924. 

In our view this latter case reads out 
of the Ohio statutes § 614-32, Gen- 
eral Code, thereby defeating the mani- 
fest purpose of the general assembly to 
empower the Commission to take im- 
mediate action to protect the public 
or a utility as concerns rates for utility 
products or services when the exigen- 
cies of a situation demand it and there 
is no operative ordinance under which 
a utility is furnishing its products or 
services. The case of Cleveland v. 
Public Utilities Commission, supra, is 
therefore overruled. 


We hold, in the circumstances pre- 
sented by the instant appeal, that the 
Commission had the jurisdiction and ° 
power to make an emergency order es- 
tablishing interim gas rates in the city 
of Cincinnati by virtue of § 614-32, 
General Code, and that the order so 
made is neither arbitrary nor unrea- 
sonable. Certainly, should the gas 
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rates ultimately fixed for the city of Order affirmed. 
Cincinnati be lower than those set by Weygandt, CJ., and Matthias and 
the emergency order, the gas consum- 
: , ; Hart, JJ., concur. 
ers in that city will be adequately pro- 
tected. Turner, Sohngen, and Stewart, JJ., 
Such order is consequently affirmed. not participating. 
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Public Utilities Commission 


Vv 


Central Maine Power Company 


F. C. 1280 
July 23, 1948 


| Sprenger of proposed increases in electric rates; in- 
creases approved. 


Valuation, § 213 — Property for future use. 
1. Property which will presently be a part of the operating plant of a public 
utility should be included in the rate base as property used and useful, but 
property for which no early public use is contemplated should be excluded 
from the rate base, p. 92. 

Valuation, § 250 — Customer contributions. 
2. An amount in property accounts representing customers’ contributions 
was deducted to determine a rate base, p. 93. 

Valuation, § 104 — Accrued depreciation — Deduction of reserve. 


3. A depreciation reserve accumulated at a rate resulting from hearings 
before the Securities and Exchange Commission and with the verbal consent 
of the state Commission was deducted from gross plant investment to 
determine net plant investment as part of the rate base, p. 93. 


Valuation, § 224 — Property under construction — Treatment of revenues. 
4. Property in process of construction was included in the rate base where 
a = in its income had estimated revenues to be produced by this property, 
p. 93. 

Valuation, § 288 — Working capital — Materials and supplies. 
5. A sum for working capital, materials, and supplies should be added to net 
plant investment to obtain a rate base, p. 94. 


Return, § 87 — Electric utility. 


6. A return of 5.37 per cent for an electric utility company was held not to 
be unreasonable, p. 95. 
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Expenses, § 10 — Estimates — Abnormal conditions. 
Discussion, in proceeding relating to water rates, of the computation of 
operating and maintenance expenses when past years do not provide a fair 
criterion because of abnormal water conditions, p. 94. 


Revenues, § 2 — Estimates — Electric utility. 
Discussion of procedure followed by electric company in working out pro- 


ductivity of new rates, p. 96. 


Rates, § 321 — Electric — Comparison by charts and indices. 


Discussion of charts using 1933 and index 100 and showing average revenue 
of electric utility per kilowatt hour from 1933 to 1947 inclusive, p. 96. 


APPEARANCES: Everett H. Maxcy, 
Augusta, for Central Maine Power 
Company. 

By the Commission : Central Maine 
Power Company is a public utility fur- 
nishing electricity for general purposes 
to 14 cities and 253 towns and plan- 
tations in the central and western part 
of the state. It had, on May 31, 1948, 
188,180 electric customers. It is the 
largest electric utility operating in 
Maine with a total generating capacity 
of 272,967 kilowatts. Of this 34 
hydro electric plants have a capacity of 
168,525 kilowatts, 6 steam plants, 102,- 
000 kilowatts and three Diesel plants, 
2,442 kilowatts. 

It has had no general rate increase 
in over thirty years but had effected 
substantial reductions in rates during 
that time. In 1945 and 1946 residen- 
tial rates were reduced $600,000, com- 
mercial $150,000, and street lighting 
$53,000, a total of $803,000. The 
company is well and efficiently man- 
aged, has been duly appreciative of the 
effect of continuously increasing load 
and had adequate plans for the future 
demands for electric energy. Its fore- 
thought was of great value to its own 
customers, as well as customers of oth- 
er utilities in the state during the try- 
ing drought period of 1947-1948 when 
water conditions reached a lower level 


than records revealed had existed in 
117 years. With relatively small dis- 
turbance to its own consumers, it was 
able to render important aid to other 
sections of the state, by a judicious use 
of dwindling water supply and the op- 
eration of its steam plants. 

The company filed May 7, 1948, ef- 
fective June 7, 1948, a new set of rate 
schedules, which were devised to raise 
approximately $1,140,000 additional 


moneys, divided as follows: residen- 
tial increase $646,659 or 8.8 per cent; 
commercial service $293,176 or 9.0 per 
cent; small and medium power $170,- 
014 or 7.4 per cent; governmental au- 


thorities $32,000 or 3.2 per cent. On 
June 23rd, effective July 23, 1948, 
new rates were filed for industrial and 
other utilities, projecting an increase 
of $156,672, and certain other con- 
tractual rates are now being studied 
for revision which may result in addi- 
tional revenue of approximately $100,- 
000. These latter will not probably 

become effective for another year. 
Hearing on the May filing was or- 
dered to be held at the offices of the 
Commission on June 23, 1948. No- 
tice was given by publication of the 
hearing in the following papers: Daily 
Kennebec Journal, Waterville Morn- 
ing Sentinel, Lewiston Evening Jour- 
nal, Portland Press Herald, Portland 
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Evening Express, and Biddeford Jour- 
nal. At the time and place of hearing, 
notice was proved to have been given 
as ordered. The appearances were 
noted as above. There was no opposi- 
tion which appeared at the hearing. 

Over the years various methods 
have been used to determine the 
“value” of utilities for rate-making 
purpose. The company stated that 
without prejudice to itself, it was will- 
ing to proceed on the basis of plant in- 
vestment, minus depreciation reserve, 
and would not introduce evidence as 
to reproduction cost less depreciation, 
or evidence to support any other theo- 
ry of “value.” “It would rely on its 
books of accounts.” 


This procedure greatly simplifies 
the work of the Commission, for the 
operating property (Account No. 101) 
has been gone over and checked by the 


members of the Commission staff at 
various times. Items have been ques- 
tioned and eliminated or reduced, so 
that the operating property account 
now represents actual investment as 
nearly as can be determined. This fig- 
ure as of December 31, 1947, was 
$97 264,046.64. 

[1] During the war years and im- 
mediately thereafter, construction ma- 
terials were impossible of procurement. 
The company realized its need for ad- 
ditional capacity, improvement, and 
enlargement of distribution lines and 
various other items and at the end of 
1947 had construction work in prog- 
ress to the amount of $13,663,145.95. 
It estimates that its 1948 construction 
program will cost $11,091,583 of 
which some 80 per cent will be in serv- 
ice at the end of the year, the balance 
to come in shortly thereafter. Among 
other important items, the Union Falls 
75 PUR NS 


Hydro development of 16,800 kilo- 
watts on the Saco river will be in 
operation before the end of the year, 
which will be of substantial assistance 
in handling the load of the company. 
Two Diesel units of 1,000 kilowatts 
have come into operation already 
this year (March). 

The increase in investment is a con- 
tinuing matter. The company at the 
hearing announced its plans to start on 
the Long Falls storage, which may be- 
come effective in 1950 and which will 
be a great aid to controlling the flow 
on the Kennebec river and stabilizing 
energy output. 

The company included in its prop- 
erty relating to “value” an item 
“Property Held for Future Use,” $2,- 
090,933.17. At the request of the 
Commission a tabulation of this prop- 
erty was presented at the hearing, to- 
gether with information showing the 
cost of the same to the company, ex- 
clusive of overheads and the taxes as- 
sessed against the property in 1947. 
The Commission must determine on 
the inclusion or exclusion of these 
properties. Concerning the “Dead 
River Development,” $253,748.21, 
there would seem to be complete jus- 
tification for its inclusion. This will 
presently be a part of the Long Falls 
storage. As to storage rights bought 
in 1947 from the United Paper Board 
Company, Newport, and Plymouth 
Ponds $14,513.66, they are presently 
used and useful in controlling the flow 
of the Sebasticook river on which the 
company has two hydro plants, and 
should be included. The same is true 
of the Hegarty property in Augusta— 
now being used as an office building by 
the company ($48,556.32). In the 
same category is the Boothbay Har- 





bor s 
38-ki 
Righ 
Lew! 
total 
As 
are I 
utilit 
ly no 
the 
boug 
town 
boug 
Littl 
Deve 
($18 
age 
1924 
the . 
Rive 
part 
ment 
scog 
412, 
The 
tainl 
A 
this 
the 
Ligl 
Co. 
state 
hold 
use, 
is ct 
incl 
caus 
ture 
to p 
com 
tivel 
use, 
befc 
tion 
cate 


PUBLIC UTILITIES COM. v. CENTRAL MAINE POWER CO. 


bor substation lot ($703.50), land for 
38-kilovolt line Saco ($3,005.69). 
Right of ‘way, condenser water supply 
Lewiston ($565.50). These figures 
total $321,092.88. 

As to the rest of the property there 
are no plans to put it into use by the 
utility for some years to come, certain- 
ly not before 1952. Carrying Place in 
the Pierce Pond Development was 
bought in 1924 ($47,312.48), Bow- 
town flowage in the same development 
bought in 1925-1927 ($263,364.66). 
Littlefields in the Little Androscoggin 
Development became inactive in 1936" 
($154,662.09). The Fairfield Flow- 
age ($60,250) became inactive in 
1924. As Mr. Wyman, president of 
the company testified, the Kennebec 
River-Fairfield Development, $61,250, 
part of the Sebasticook River Develop- 
ment, $17,000, and the Little Andro- 
scoggin River Development, $157,- 
412.09, are perhaps ten years away. 
The others are perhaps nearer but cer- 
tainly after 1951. 

As to the inclusion of such property 
this Commission has always followed 
the rule laid down in Fort Fairfield 
Light & P. Co. v. Maine Pub. Service 
Co. PUR1933B 493, 505. It was 
stated therein: “While the company 
holds, however, assets not in public 
use, and for which no early public use 
is contemplated, it cannot have them 
included in the rate base merely be- 
cause of a possibility that at some fu- 
ture time it may conclude to put them 
to public service; . If the time 
comes when properties thus specula- 
tively held are properly put to public 
use, the company may then, and not 
before, add them to the general valua- 
tion upon which rates are to be predi- 
cated.” We find nothing in the testi- 
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mony, other than noted, to bring the 
property within the “early use” limi- 
tation. As a test property base we 
shall combine : 


Operating Property $97 ,264,046.64 
Construction in progress 1947 13,663,145.95 


Construction in 1948 11,091,583.00 
321,092.88 
$122,339,868.47 


Property from Future Use Ac- 


[2] The company has in its property 
accounts an item of $228,648.90 rep- 
resenting customers’ contributions. It 
agrees these should be deducted. This 
leaves a gross plant investment in 1948 
of $122,111,219.57. 

[3, 4] As a result of hearings before 
the Securities and Exchange Commis- 
sion and with the verbal consent of the 
Maine Commission, depreciation has 
since 1942 been computed at the rate 
of 24 per cent on depreciable property. 
Studies are now in progress to deter- 
mine the accuracy of this figure. Over 
the years the company has accumulated 
in the depreciation reserve a total De- 
cember 31, 1947, of $16,724,189.31. 
On the basis of contracted property in 
1948, it would amount to $18,813,- 
705.31. 

Following the course shown by the 
company in Exhibit 1, § VI D we will, 
to test the reasonableness of the com- 
pany’s proposal, deduct this from the 
gross plant investment ($122,111, 
219.57) leaving a result of $103,297,- 
514.26 called by the company “net 
plant investment.” This figure in- 
cludes some property, the exact 
amount of which cannot be determined, 
that will probably not be completed at 
the end of 1948, but which is now in 
the process of construction. As the 
company has in its income estimated 
the revenues to be produced by this 
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property, we will include it in the so- 
called rate base. 

[5] To obtain a rate base there 
should be added a sum for working 
capital, materials, and supplies. The 
company suggests a figure for the com- 
bined of $2,500,000. This figure it 
testifies is based on the net current po- 
sition of the company—figured by de- 
ducting current assets from liabilities 
excluding such items as notes payable 
which are to be permanently financed. 
The petitioner tests the reasonableness 
of this $2,500,000 by comparing it 
with an estimate worked as follows: 
In 1948 the company required a 
minimum cash balance of $900,000; 
one-eighth (forty-five days) of its 
operation and maintenance charges 
$960,000 ; average monthly balance in 
materials and supplies inventories 


$2,200,000; average monthly balance 


in fuel inventories $724,000; average 
monthly balance prepayments $440,- 
000; average monthly payment Fed- 
eral 34 per cent electrical energy tax 
$29,000, a total of $5,253,000. Using 
the same methods for 1947, the fig- 
ure would be $5,186,000. 

While the Commission might not 
agree with the computed figure of $5,- 
253,000, we are of opinion that the 
$2,500,000 figure is reasonable. 

To test the request of the petitioner, 
we will assume a rate base of $105,- 
800,000. The company’s figure was 
$106,735,771.55. 

In computing operating and main- 
tenance expenses, the years 1947 or 
1948 did not provide a fair criterion 
due to the very abnormal water con- 
ditions of those two years. Shortage 
of water had occasioned the most ex- 
tensive use of steam generation, under 
conditions of increased coal and oil 
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costs. Steam generation occupied a 
most unusual proportion of operating 
costs of power and at costs much in ex- 
cess of hydro power. Oil in 1946 cost 
$1.81 per barrel; in 1947, $2.10; in 
1948, $3.035. Coal in 1946 cost $7.74 
per ton; in 1947, $9.87 ; in 1948, $11.- 
28. Total fuel costs for steam power 
rose from $868,685. 78 in 1946, to $1,- 
901,118.10 in 1947, and the company 
had provided in its 1948 yearly budget 
$3,235,634. This included the exces- 
sive steam generation during the first 
three months of 1948. The company 
also had a wage increase in May, 1948. 
Practically all items necessary for op- 
eration and maintenance of equipment 
have increased in cost the last two 
years. 

To get matters into a proper balance 
the company developed costs of opera- 
tion on the basis of a normal water 
year, such as may reasonably be ex- 
pected to obtain. This reduced the ef- 
fect of costly steam and Diesel opera- 
tion and, at the same time, the com- 
pany gave effect to the Union Falls 
Hydro station which will actually 
come into operation late this year. 

The company operates by a carefully 
prepared budget for the year. Its 1948 
budget for operation and maintenance 
was $9,403,230, and in adjusting this 
figure to the normal water year it be- 
came $7,997,220. This difference was 
made up chiefly by two items. If nor- 
mal water had occurred in January to 
March, the expense would have been 
$1,302,836 less, and if the Union Falls 
Hydro station had been in operation, 
$437,683 less. If the May wages had 
been in effect it would have cost the 
company $100,000 more and the effect 
of the recent coal price increases would 


add $159,217 more. The other item of 
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$75,292 represents costs and indirect 
charges applicable to construction. 

As noted, the adjusted figure to the 
normal water year makes operation 
and maintenance costs $7,677,119, 
which with a plant some 20-odd mil- 
lion dollars larger is only slightly in 
excess of the 1947 actual figure. 

The company in its adjustment to a 
normal water year also included the 
effect of financing of $5,000,000 of 
bonds now pending before both this 
Commission and the Securities and 
Exchange Commission and also the ef- 
fect taxation-wise of the several ad- 
justments. 

The Commission explored various 
accounts in the operation and mainte- 
nance expense, such as any abnormal 
maintenance charges, pension accounts, 
construction charges to operation. It 
made inquiry into the normal water 
year computation and other matters. 
While there are many instances where 
judgment and experience in operation 
have to be a deciding factor in deter- 
mining the answer sought, we find 
nothing unreasonable in the matters 
presented. It would seem that the com- 
pany has made an honest effort to ac- 
curately forecast the effect of a normal 
water year on the company’s opera- 
tions. 

As to taxes, we conclude a figure at 
variance to the company but not large. 
We will exclude the taxes on property 
for future use which we have disal- 
lowed in the so-called rate base of $10,- 
177.94. State and municipal taxes in 
1947 were $1,474,996, while in 1948 
they are estimated at $1,723,504. This 
increase is due mainly to an increase 
in property and an increase in munici- 
pal tax rates. 

Federal income taxes in 1947 were 


$1,582,343 and it is estimated they 
will be $2,093,946 in 1948. This is 
predicated on an increase in revenue as 
set forth in the new tariffs. Federal 
taxes other than income (3 per cent 
excise tax) were estimated at $382,- 
083 ; making total taxes state and Fed- 
eral of $4,189,355.06 for 1948 (we 
have deducted taxes referred to 
above). 

As noted, depreciation charges are 
running at 24 per cent of depreciable 
property. On the 1948 property that 
would total $2,190,766. Another item 
of $8,450 for uncollectible revenues 
seems reasonable in view of the experi- 
ence of the company. 

The total operating expense, con- 
sisting of operation and maintenance, 
taxes, depreciation, and uncollectible 
revenues totals $14,065,690. If the 
company were to earn 6 per cent on 
the aforesaid $105,800,000 it would be 
entitled to $6,348,000. The sum of 
these figures is $20,413,690. 

[6] Under the proposed rates with 
adjustments to reflect income expected 
through the year, it is estimated that a 
total revenue of $19,748,962 would ac- 
crue to the company. This is a return 
of 5.37 per cent which is not unreason- 
able. 

As we have noted, there is some 
property included in the “rate base,” 
that will not be in operation by Decem- 
ber 31, 1948. The amount is not large. 
The company in its estimated revenues 
has included income from this prop- 
erty as if it were in operation. 

While theoretically there might be 
objection to such procedure, the prac- 
tical phase is that it really does not 
matter in affecting the final result and 
it does eliminate bringing the matter 
before the Commission again in 1949. 
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In working out the productivity of 
the new rates the company used Octo- 
ber billing as October customers took 
1/12 of the annual kilowatt hours, and 
October revenues were 1/12 of the an- 
nual revenues. Bills were divided into 
groups based on kilowatt ‘hour used. 
Out of the month’s total bills of 156,- 
707, 153,199 were tested against actu- 
al billing to ascertain correctness. Var- 
ious spot checks were also made. It is 
of note that the bills fell into the fol- 
lowing categories : 


1-8 “ a 


“ “ 
“ “ 


“ “ 


Over 71 “ 


The total bills of 1947 was 1,849,392. 
Checks were made to have the October 
billings reflect rural and summer sea- 
sonal customers. The effect of the 
water heating rates was also explored 
as well as cooking. 

The company found on applying the 
new rates to the actual billings of 1947 
that the error in using October as a 
basis was approximately 9 per cent, the 
estimate being in excess of actual in- 
come by that amount. 

Similar studies were made of the 
commercial and power rates and with 
about the same accuracy. 

The company also put in evidence to 
show that the direct out-of-pocket ex- 
pense exclusive of any energy or re- 
turn was $13.35 per annum per cus- 
tomer or $1.11 per month. We note 
this as the new tariff provides a mini- 
mum charge of $1, for which the resi- 
dential customer receives 8 kilowatt 
hours. We believe that further studies 
should be made relative to the mini- 
mum charge. 


Increases in rates of any kind are 
not very pleasant. Comparisons are 
not always of great benefit. We do 
call attention to the following chart 
which uses 1933 as Index 100. The 
average revenue per kilowatt hour 
from 1933 to date: 


Average Revenue per Kw. Hr. 


1933 
1934 
1935 


If the increase asked for by the com- 
pany in this hearing had been in effect 
in 1947, the average revenue per kilo- 
watt would have been 3.98 cents 
index 62.78 or about what it was in 
1946. 

There are few commodities today 
that can show a similar failure of in- 
crease in cost to the consumer. 

We therefore find that the request 
of the company is reasonable and it is 
Ordered, Adjudged, and Decreed 
that the following rate schedules and 
rules and regulations shall be made ef- 
fective August 1, 1948, to wit those 
filed in Respondent’s Exhibit 1-§ IT as 
amended by Exhibit 1-A, Exhibit 1-B, 
Exhibit 1-C; Respondent’s Exhibit 1- 
§ III; Respondent’s Exhibit 1-§ IV 
as amended by Exhibit 1-D, Exhibit 
1-E-1, Exhibit 1-E-2, Exhibit 1-F, 
Exhibit 1-G, Exhibit 1-H; Respond- 
ent’s Exhibit 1-§ V. Filings shall be 
made of those schedules prior to said 

effective date. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

welt, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Colorado Public Service Plans 
To Expand Facilities 
N*th 


EW construction to cost $63,000,000 during 

the five years 1948-1952, inclusive, has 

been undertaken by the Public Service Com- 

pany of Colorado to meet expanded demand 

in its territory. Of this amount, approximately 

600,000 will be for electric facilities and 
$15,300,000 for gas. 

The construction program provides for ex- 
penditure of $19,000,000 for additional power 
plant facilities. This will provide for the 5,000 
kilowatt addition to the Grand Junction plant, 
now substantially completed, and the 35,000 kw 
addition to the Lacombe plant in Denver which 
is scheduled to be in full operation on or before 
December 1. It will include construction of 
the new Arapahoe steam plant at the southern 
edge of the City of Denver, with two units 
having an aggregate nameplate capacity of 
80,000 kw. 


New Planned Lighting Program 
Promotional Aids Available 


S% new promotional and educational aids 
have just been completed to supplement the 


Planned Lighting Program of the electrical; 


industry, and are available from the Edison 
Electric Institute and Better Light Better 
Sight Bureau, joint sponsors of the program. 

Prepared at the request of electric utility 
companies now engaged in promotion of 
Planned Lighting, the new materials consist 
of a customer booklet covering ideas for mod- 
ernization of existing home lighting; a folder 
with suggestions for better light for children’s 
study areas in the home; a folder with light- 
ing ideas for customers now planning to build 


or remodel homes, and a series of three mail-' 


ing pieces on Planned Lighting for food stores. 

Sample copies of the above materials are 
available to electric utility companies upon 
request-to the Edison Electric Institute, 420 
Lexington avenue, New York 17, New York. 


Connecticut Light Plans 
Large Expansion 


HE Connecticut LicHT AND Power Com- 
PANY is planning to spend nearly $50,- 
000,000 on improvements and extensions, ac- 
cording ‘to R. H. Knowlton, president. Ap- 
proximately $15,600,000 will be spent this year. 


During the past three years the company has, 


spent $27,000,000 for similar purposes. 


The largest single item scheduled is about: 
$25,000,000 which will be spent for additions’ 


and improvements to electric generating facili- 


ties, including projects now under way. The 
installation of three new generators by 1951 
will increase the company’s generating capacity 
by 133,800 kilowatts. 


Marmon-Herrington Offers New 
Line All-Wheel-Drive Trucks 


ie ee ee Company, INC., orig- 
inators of All-Wheel-Drive conversions 
for standard, mass-produced trucks, has just 


announced a new line of heavy-duty All-Wheel- 


Drive converted Ford trucks, identified as the 
“Q” Series. 

There are six models in the new Marmon- 
Herrington “Q” Series. Three models are 4- 
wheel-drive, three models 6-wheel-drive. 

In building the “Q” Series, Marmon-Her- 
rington starts with standard Ford F-7 models. 
Recently introduced Ford F-7 models are 
much bigger in all respects than any previous 
Ford trucks. 

In converting Ford F-7 models to “Q” Series 
All-Wheel-Drive trucks, Marmon-Herrington 
makes these changes : 

1. Original front axle assembly is removed 
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Penn-Union manufactures 
the COMPLETE line 
of Conductor Fittings 


—from the Complete line 


You'll find that Penn-Union offers all the 
good types of terminals, in a complete range 
of sizes: Solderless lugs to grip the conductor 
by Bolt, Screw, Post-and-Nut, or Multi-Slit 
Tapered Sleeve; Vi-tite, E-Z, clamp type, 
shrink fit, etc., etc. Soldering lugs and sheet 
metal terminals in wide variety. 
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Also Tee Connectors; Cable Taps; Straight, 
Parallel, Elbow and Cross Connectors; Bus 
Supports, Clamps, Spacers; Grounding 
Clamps; Service Connectors, etc. Penn-Union 
connectors are the choice of leading utilities 
—because every fitting is mechanically and 
electrically dependable. 
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and new front driving axle installed, This axle 
has standard Ford differential, ring and 
pinion gears and is equipped with specially- 
designed constant velocity universal joint steer- 
ing ends for safe, easy steering. 

2. New two- speed auxiliary transmission of 
Marmon-Herrington’s own design is installed, 
This provides a total of ten forward speeds 
and two reverse. 

3. Necessary changes are ete in the steer- 
ing assembly and brake connections, 

4. On 6-wheel-drive models, frame is length- 
ened and reinforced and a third driving axle 
and wheel assembly installed. 

5. Tires are replaced for increased flotation, 
when necessary, and special accessories added 
for adaptation to special operations. 

Marmon - Herrington All - Wheel - Drive 
trucks of this new series are especially engi- 
neered and powered for types of heavy-duty 
service which have proved either too difficult 
or altogether impossible for trucks of conven- 
tiénal drive. They are said to be particularly 
suited to a wide variety of off-the-road services 
—telephone and power-line construction and 
maintenance, oil field and pipeline work, etc. 


Catalogs and Bulletins 


New Rust-Oleum Catalog for 1948-'49 

UST-OLEUM CorRPORATION, Evanston, II- 

linois, has recently issued a new descrip- 
tive catalog * ‘Rust-Oleum Stops and Prevents 
Rust” outlining the qualities of the company’s 
laboratory-and-field tested rust preventive 
products for industrial, railroad, marine, farm, 
and general uses. 

The catalog, produced under the direction of 
Robert A. Fergusson, president of Rust- 
Oleum, analyzes the rust preventive require- 
ments of each of these broad fields with com- 
plete descriptive data on uses, applications, 
and engineering specifications of Rust-Oleum. 


Modern Meter Reading Practice 

N informative 32-page booklet “Modern 

Meter Reading Practice” has just been 
released by the Systems Division of Reming- 
ton Rand. This presentation describes the 
latest approved practices in the handling of 
meter readers’ records, based on the accumu- 
lated experience of the public utility records 
specialist of the Remington Rand organize 
tion. 

Of interest to public utility executives are 
the samples of forms used by utility companies 
throughout the nation, which are reproduced 
in this book along with an interesting com- 
parison of the relative advantages of top and 
bottom punching of meter reading sheets. 
Three types of binders are illustrated. Also in- 
cluded is a discussion of the importance ol 
proper material to be used in binder covers; 
and a new development is outlined whereby 
interchangeable covers for field and office may 
be used to effect important operating econo 
mies. 

A copy of the booklet may be secured on 
request from any Remington Rand office, or 
by writing to H. B, Matheny, Manager of the 
Public Utilities Department, Systems Division, 
315 Fourth avenue, New York 10, New York 
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Prefabricated Piping from GRINNELL 


assures you QUALITV 


Grinnell interpretive engineering, metallurgical 
research, specialized facilities, skilled personnel and 
rigid inspection, assure delivery of pretested and certi- 
fied piping sub-assemblies which meet all governing 
code requirements. 


Prefabricated Piping from GRINNELL 


assures you LCONOMY 


One source for design and fabrication. Coordination 
of shop production under ideal conditions. Predeter- 
mined but flexible delivery schedules. Elimination of 
waste by paying only for finished assemblies. Reduc- 
tion in field assembly time. 


GRINNELL COMPANY, INC. Providence 1, R. 1. 
Branch warehouses in principal cities. 
Pipe Fabrication Plants: Cranston, R. 1; Warren, Ohio. 
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Heating Alloy Steel Piping 7 
Preparatory to Bending== 


Many of the alloys developed for high-pressure, 
high-temperature services and for corrosion- 
resistant applications are susceptible to loss of 
their valuable properties within certain tempera- 
ture ranges as a result of excessive changes in 
metallurgical structure, surface oxidation, heat 
shock and cracking. 

Only furnaces equipped to maintain accurately 
the specified temperature of the pipe are capable 
of retaining and safeguarding the metallurgical 
properties which dictate the choice of material. 

Grinnell’s modern pipe fabrication equipment 
includes specially designed gas-fired radiant beat 
furnaces, with such features as strategic location 
of multiple burners providing uniform temper- 
ature distribution and preventing harmful flame 
impingement, close temperature and time con- 
trols, automatic regulation, recording instrumen- 
tation and car loading. 
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The World's | 
Most 
Powerful 
Yydraulic 


Turbines 








@ Newport News has received contracts for all fifteen of the turbine units 
awarded thus far for Grand Coulee Dam, the world's greatest power installation. 
With individual ratings at 150,000 and 165,000 h.p. at 330-foot net head, they 
are the highest-powered hydroelectric units ever built. 


The engineering, efficiency, and workmanship of Newport News built water power 


equipment has been proven by installations in many of the world's great power 





developments. 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » » 





Tae American Aprpraisat Company 


ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 
Electrical and General Testing—Inspections—Research—Certification 


2 BAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. © 
BUtterfield 8-2600 


Jord, Bacon & Davis 


¢ 
VALUATIONS Eng CONSTRUCTION 
REPORTS INeers RATE CASES 
NEW YORK © PHILADELPHIA @ CHICAGO © LOS ANGELES 














GILBERT ASSOCIATES, Inc. 





ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas . Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction e Personnel Relations 
Inspections and Surveys Reading © New York Houston Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 











FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 


Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 
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PROFESSIONAL DIRECTORY (continued) 





—— HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF WATS 
OVERHBAD UNDBRGROUND PHILADELPHIA CHBMICAL CONTROL 
CONSTRUCTION MAINTENANCE TRED TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del, * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 
































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











ENGINEERS " , CONSTRUCTORS 


200 N. Broad Street Philadelphia 21, Pa 


New 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 
REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 
120 Broadway New York 





a 
—~- 





CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 


é i Beston 10, Mass. Washington, D. C. 
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PROFESSIONAL DIRECTORY (continued) 








Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 





231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 








fi Complete Services for GAS and ELECTRIC Utilities 
re cite sonrs Na Pritehard 


Comple te Plants, Additions or Installations 
every detail geared to more profitable operation 





ENGINEERS * CONSTRUCTORS * MANUFACTURERS 


See Sweets Files, Refinery Catalog, etc for details 








ENGINEERS 
AND 
CONSTRUCTORS 


SANDERSON & PORTER 
S«P 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ill. 








STANDARD RESEARCH CONSULTANTS 


INCORPORATED 


INDUSTRIAL SURVEYS — RECAPITALIZATIONS — APPRAISALS — MANAGEMENT REPORTS 
RATES OF RETURN 


‘ 


HOME OFFice BRANCH 
345 HUDSON STREET 33 N. LASALLE STREET 
NEW YORK I4, N. Y. CHICAGO 2, ILL. 








E. A. STEINBERGER 


Consalting Valuation Accountant and Engineer 


Depreciation Studies, Original Cost Accounting, 
Valuations and Usitiaaton of Gas Properties. 


ember 
The National Society of Professional meses and The Technical Valuation Seciety, Inc. 
1309 Liberty Bank Building Dallas 1, Texas 











The J. G. WHITE ENGINEERING CORPORATION 








Design—Construction—Re ports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 
Atel, ‘Refose Incinerators, Industrial’ Buildings 
Clty Planning, Reports, Valuations, Laboratory 
1528 WALNUT STREET PHILADELPHIA 2 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
a 


rate ies, di fixed 
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BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, investigations and _ re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 
’ 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Crrcaco 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Pablic Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


ROBERT T. REGESTER 


Consulting Engineer 


Hyprautic Staucrures — UTiiries 
FLoop Contro: — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 











W. C. GILMAN & COMPANY 


A. S. SCHULMAN ELEctric Co. 


Contractors 








ENGINEERS 
and TRANSMISSION LINES—UNDERGROUND DIsTRI- 
FINANCIAL CONSULTANTS BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 
55 Liberty Street New York 537 SourH DEARBORN ST. Cuncaco 
Francis S. HABERLY SLOAN, COOK & LOWE 


CONSULTING ENGINEER 


Valuation — Depreciation — Service Life 
Studies — Comstruction Cost Indexes — 
Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 




















JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


WESTCOTT & MAPES, inc. 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS °¢ REPORTS 
DESIGN ¢ SUPERVISION 
New Haven, Connecticet 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Al ht & Friel, Inc., E 
A an Appraisal CR ag The 


B 
Babcock & Wilcox Company, The .... 
Barber Gas —_ 4 oe The .. 


*Barber-Greene 
Black & Veatch, Sonnet 


Carter, Earl L., Consulfti 
Cleveland Trencher Co., 


Day & Zimmermann, Inc., Engineers 
Dodge Division of Chrysler Corp. 


Ebasco Services, epee aes mn 
ompany, The 
Bleciricel Testleg Meberecrtae t ~~ 
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Ford, Bacon & Davis, Inc., Enginee 
Fresh'nd Aire Company 


lenkels aj MeCoy, A 
loosier Engineering Company 





*international Business Machines Corporation ... 
Harvester Com 


International 
Irving Trust Company 


*Fortnightly advertisers not in this issue. 
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Kuljian Corporation 
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*Merrill Lynch, Pierce, Fenner & Beane 


N 
Newport News Shipbuilding & Dry Dock Co. .... 


Penn-Union Electric Corporation 

Pioneer Service & Engineering Co. 
Pilate Glass Company 

Pritchard, J. F., & Company 


fecerting & Statistical Corp. 

poezeter ert T., Consulting Engineer 
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every home needs moisturizing 


during the heating season! 
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meet) START FEATURING THE NEW 


4 “water-fall action” 
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Ea (Q) FRESH ND-AIRE 
Ait) NOW! 


MOISTURIZES AIR 


Guards against tinder-dry overheated 
indoor air that increases susceptibility to 
colds, coughs. Protects woodwork and 
household furnishings ... Saves fuel. 


FILTERS AIR 
Does thorough job of removing smoke, 
dust, dirt and pollen. An all-year ‘round 
home necessity for good health. 
DEODORIZES AIR 


Filter and water-fall action traps odors 
and impurities —assures freshened, crys- 
tal clear air any time of year. 


Write For Complete Information 


FRESH ND-AIRE 


ROOM CONDITIONER AND HUMIDIFIER 


FRESH'ND-AIRE 


COMPANY 


Makers of famous FRESH’ND-AIRE 
ELECTRIC AIR CIRCULATORS 
A Division of CORY CORPORATION 
221 North LaSalle Street, Chicago. 1, Illinois 


“Water-fall action” washes air and 
circulates 13,000 cu. ft. of fresh- 
ened air per hour. Needs no water 
connections. 115 volts, 60 cycles. 
Approved by Underwriters’ Lab- 
oratories. Water capacity: 3 gals. 
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